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SME Financing Data Initiative 


Women Entrepreneurs 


Women entrepreneurs have been the topic of many research 
studies throughout the last decade. These studies have 
predominantly focused on women entrepreneurs access to 
capital, often suggesting that women lack experience and 
networks, that women have poor credit ratings, or that Canada’s 
financial institutions have rigid lending policies or even inherent 


gender biases. 


Using the most comprehensive database on small business 
financing available through the SME Financing Data Initiative, 
this article examines the unique characteristics of women 
entrepreneurs and investigates whether these qualities influence 
the financing of women-owned businesses. 


STRENGTH IN NUMBERS 


Women are taking on the risks and rewards of 
entrepreneurship in ever-increasing numbers. Over 
the past two decades, Canada witnessed an increase 
in women’s entrepreneurship of over 200 percent.! 
Since 1997, on average, women entered the small 
and medium-sized enterprise (SME) marketplace at 
twice the rate per year as men. Figure | shows the 
percentage of businesses operating in 2002 by the year 
of their establishment (for example, 8.5 percent of 
majority female-owned businesses operating in 2002 
were established in 1997). 


November 2004 


Christine Carrington, Industry Canada 


Women entrepreneurs outpaced men in new business 
start-ups, although this rate has converged since 

2000. This means that women are operating newer 
businesses, with 39 percent of majority women-owned 
small or medium-sized enterprises having entered the 
market within the past five years. 


By 2001, nearly half of all SMEs in Canada had 

at least one female owner (see Figure 2).2 Women 
held majority ownership (51 to 100 percent equity 

in the firm) in 18 percent of SMEs, up from a 
15-percent share the previous year. It is these women 
entrepreneurs in a majority ownership position that 
this article will focus on in order that comparisons can 
be made with majority male-owned businesses. 


Figure 1 
Percentage of SMEs Operating in 2002 by Year of Establishment 
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* Applicable to firms still in operation in 2002 and excluding firms that began operations 
but exited the market prior to 2002. 


Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2001. 


| Statistics Canada 2001 Census. Between 1981 and 2001, the number of women entrepreneurs grew by 208 percent compared with a 


38-percent increase for men. 


? Based on the definition of an SME used in Statistics Canada’s Survey on Financing of Small and Medium 

Enterprises, which includes businesses with fewer than 500 employees and less than $50 million in annual revenues and excludes non- 
profit and government organizations, schools, hospitals, subsidiaries, co-operatives, and financing and leasing companies, there were 
more than 715 500 SMEs in Canada with at least one female owner in 2001. 


PROFILE 


Composite of Women Entrepreneurs in 2001 


Figure 2 
Gender Distribution of SME Ownership (2001) 


Majority * 32% are under the age of 40 (compared with 21% of men) 


ale- d 18% 
ik ona * 62% speak English, 25% speak French and 13% speak a 


non-official language 


SES) * 1% are Aboriginal 
Female-Owned 11% 


* 8% are members of a visible minority 
* 3% have a disability 


le-Owned 18% * 54% have a graduate or post-graduate education 
Half Female-Owne 6 


(compared with 47% of men) 


¢ 709 nt experience 
No Female Ownership 53% 70% have more than 10 years of manageme p 


in their business’ industry (compared with 86% of men) 
Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2001. 


* 56% operate their business out of their home 


ECONOMIC IMPACT (same as men) 


* 18% operate their business out of rural areas (compared 

Women’s presence within the business landscape has with 27% of men) 
had a noticeable impact on the Canadian economy. * 7% exported their products or services outside of Canada 
Almost 570 000 people were employed by majority (compared with 13% of men) 
women-owned businesses in 2001, and an additional Source: Statistics Canada, Survey on Financing of Small and 
404 000 people were hired on contract.? Majority Medium Enterprises, 2001. 
women-owned SMEs brought in combined annual 
revenues of $72 billion in 2000, representing 
approximately 8 percent of all revenues from SMALLER SCALE OF OPERATIONS 
Canada’s SMEs. 

Research has shown that size of business is one of the 


The effect of this contribution has been felt across strongest indicators of the level of sophistication of 
Canada, especially in Quebec, where majority a firm’s financial and ownership structures (Baldwin, 


women-owned SMEs accounted for 21 percent of Gellatly and Gaudreault, 2002). Business size can be 
the province’s SMEs in 2001. The proportion drops 


to a 9-percent low in Manitoba and Saskatchewan. 
Throughout the Prairies, however, women’s relative 


measured in various ways, but is most often evaluated 
in terms of employment size, sales or revenues, and 
organizational structure. In all three measures, women 
entrepreneurs are found to operate their businesses on 
a smaller scale than those owned by men: 


absence in majority ownership of firms is more 
than offset by the relatively higher proportion of 


male/female partnerships within the agricultural oes percent on Omentomned Teneererncres 


businesses, employing fewer than five employees 
(compared with only 79 percent for men) 
(see Figure 3); 


sector. In remaining regions of the country, women’s 
majority ownership of firms hovers around 18 percent 
on average. 


* Statistics Canada’s Survey on Financing of Small and Medium Enterprises defines contract workers as those who are paid on a con- 
tractual basis rather than as a paid employee. 


* Sales figures average results for all SMEs. As such, the substantial sales discrepancy between women and men is likely the result 
of the tendency of women-owned businesses to be smaller, newer and more concentrated in low profit margin service industries than 
those owned by men. However, the extent to which these factors contribute to the sales gap has not yet been fully tested. 
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* women averaged $318 000 in sales in 2000 
(compared with $680 000 for men)*; and 

¢ nearly half of women-owned businesses are 
sole proprietorships (compared with 39 percent 
for men). 


Figure 3 
Distribution of Firms by Business Size in 2001 


60% 


0% 
Majority Female-Owned Majority Male-Owned 


HH 1-4employees Hl 5-19 employees 


4 0 employees 


4) 20-99 employees {J 100-499 employees 


Source: Statistics Canada, Swrvey on Financing of Small and Medium 
Enterprises, 2001. 


A substantial number of women are also found 
operating the smallest, albeit most numerous, of 
Canada’s businesses — the self-employed. Of the 

2.3 million Canadians identified by Statistics Canada’s 
Labour Force Survey as self-employed, more than 

780 000 are women. 


Although in absolute numbers there are fewer self- 
employed women, women have experienced faster 
growth in this category than men throughout the past 


decade. From 1991 to 2001, self-employment among 
women expanded by 43 percent, more than double the 
21-percent growth in self-employment among men. 


This surge in self-employment could be attributed 
to several factors (Brown et al., 2002); two in 
particular are: 


* the opportunity for women to better balance family 
obligations and working life; and 


* the emerging “enterprising culture” in Canada, 
sparking women’s interest in starting their own 
business. 


Some have suggested that women have been forced 
into self-employment due to a lack of viable work 
alternatives. However, recent research has found that 
unemployment has not played a role in the growth rate 
of self-employed women.°® 


CONCENTRATED IN SERVICE SECTORS 


Women entrepreneurs are found in every sector of 
the Canadian economy, but are largely concentrated 
in service industries. In 2001, four in five majority 
women-owned SMEs were found in service-based 
industries, compared with only 59 percent of SMEs 
owned by men. Figure 4 indicates that the most 
common service sectors for women entrepreneurs 
were wholesale/retail, professional services and 
information/culture/real estate, accounting for 

18 percent, 16 percent and 16 percent respectively. 


Knowledge-based industries (KBI) and manufacturing 
were two sectors that did not appear to attract as many 
women entrepreneurs. These two sectors, which are 
key sectors driving Canada’s growth and innovation, 
attracted only 6 percent of all women entrepreneurs 

in 2001. 


° The Labour Force Survey is a survey of Canadian households, with the exclusion of people living in the Northwest Territories and 
Nunavut or residents of reservations, hospitals, penitentiaries and long-term facilities. This means the target population is much larger 
than that of the Survey on Financing of Small and Medium Enterprises, which only surveys enterprises listed in Statistics Canada’s 


Business Register. (Statistics Canada, Labour Force Survey, 2001.) 


° There is no evidence to suggest that unemployment has an impact on the growth rate of self-employed women at the national level, 
but not necessarily at the regional level. Brown, Doyle, Lewis, Mallette, Purcell and Young. 2002. ‘Women Entrepreneurs in Canada 
in the 90s.” Prepared by Mount Saint Vincent University for the Business Development Bank of Canada. 
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aay FINANCIAL PERFORMANCE 


DisteapuGom ok Hiems by Industry ecco Majority women-owned SMEs generally exhibit solid 

Majority Female-Owned financial performance, but on a smaller scale than 
SMEs owned by men. Table | presents key financial 
statement figures for an average women-owned 
business in 2000, compared with an average business 
owned by a man. In 2000, a woman entrepreneur’s 
average net profit before taxes was approximately 
$34 000 per business, compared with $65 000 for the 
average male-owned SME. The extent to which this 
gender-based income gap remains after sector, size 


20% 


and age of business are taken into account has not yet 
0% i been determined. However, it is likely that women’s 


r nsistent with the profile of 
Goods-producing and Resource-based more modest P rofits are consiste =P. 


Mi Agriculture f@) Primary 
® Manufacturing ‘~~ Construction 


newer, smaller firms in service industries. 


Table 1 
Knowledge-based) Se ee Financial Statement Figures for Majority Female-Owned and 
HM Knowledge-based Industry Majority Male-Owned SMEs (average $), 2000 


Service-based Majority Majority 


MH Wholesale/Retail HB Professional Services Female- Male- 
M@§ Transportation @® Information/Culture/Real Estate Owned Owned 
GH Administration and Waste Management : SMEs SMEs 
MW Food and Accomodation Other 

(average $) 


Majority Male-Owned 
Revenues 680 000 
706 00 
sa 00 
65 00 
Assets 117 000 250 000 


Fixed Assets 152 000 337 000 


Total Assets 269 000 587 000 
Liabilities 152 000 351 000 


6x Owners’ Equity 58 000 142 000 
Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2001. Total Equity 117 000 236 000 


* Excluding Arts and Entertainment due to poor data quality. 
: Source: Statistics Canada, Survey on Financing of Small and 
Medium Enterprises, 2000. 
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PERCEIVED OBSTACLES TO GROWTH 


Women entrepreneurs are clearly not homogenous. 
Women own businesses of all sizes, in all sectors and 
in all stages of development. As illustrated, however, 
the profile of a typical female-owned business does 
contrast with the average characteristics of a male- 
owned firm. These differences have an effect on 

the financial performance of women-owned firms. 
However, profiles alone do not tell the complete 
picture unless one assumes that both women and men 
exhibit the same expectations for their business and 
perceive similar obstacles to reaching those goals. 


Perceived Obstacles to Business Growth 
and Development 


Ranking for Female Entrepreneurs 
Finding Qualified Labour 45% 
Levels of Taxation 40% 
Instability of Demand 33% 
Low Profitability 23% 
Insufficient Financing 22% 
Government Regulations 21% 
Equipment Depreciation 13% 
Managerial Skills 7% 

Ranking for Male Entrepreneurs 
Finding Qualified Labour 39% 
Levels of Taxation 38% 
Instability of Demand 32% 
Low Profitability 32% 
Government Regulations 28% 
Insufficient Financing 27% 
Equipment Depreciation 18% 
Managerial Skills 10% 


Source: Research Institute for SMEs, Université du Québec a Trois- 
Riviéres. 2002. “Financing SMEs: Satisfaction, Access, Knowledge and 
Needs, 2001.” Commissioned by Industry Canada. 


Research suggests this is not the case. In an 
examination of business owners’ perceptions of 
success, it has been found that ‘““women business 
owners accord higher value to maintaining customer 
and personal relationships, spiritual well-being and 
work-life balance” (Orser and Riding, 2004). 


This finding does not appear to impact the growth 
expectations of women entrepreneurs for their 
businesses. Nearly half of women entrepreneurs 
anticipated more than 50 percent sales growth in their 
firm over the 2001—2002 period, compared with only 
40 percent of men. These more ambitious growth 
intentions are likely correlated with the fact that 
women entrepreneurs generally own newer businesses, 
rather than any significant attitudinal difference 
between men and women. 


To achieve their business growth objectives, both 
women and men face similar roadblocks. Finding 
qualified labour, taxation levels and instability of 
consumer demand were the top three obstacles 
identified by both men and women entrepreneurs. 
Although financing did not rank near the top of the list 
of concerns of business owners, it was still a problem 
identified by 22 percent of women entrepreneurs and 
27 percent of men entrepreneurs. 


FINANCING ACTIVITY 


Financing is a challenge facing any entrepreneur. 
Without sufficient levels of capital, new firms are 
unlikely to establish themselves in the marketplace 

or reach their full growth potential. Past research 
suggested that there has been differential treatment 

of women entrepreneurs by financial providers, 

either in respect of access to financing or terms and 
conditions thereof.’ The following section examines 
the financing activity of women- versus men-owned 
SMEs, concluding that characteristics such as business 
size, sector and age are likely stronger determinants of 
access to financing than gender. 


7 Prime Minister’s Task Force on Women Entrepreneurs. 2003. “Report and Recommendations.” Submission to Task Force by Louise 
St. Cyr et al. on their review of academic studies on women entrepreneurs and their difficulty in accessing financing. 
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LESS DEMAND FOR FINANCING 


Table 2 indicates that women business owners 

were less likely to make a request for debt than 

men. Women’s lower request rates were not a 

matter of access so much as need. Of those women 
entrepreneurs who did not apply for financing in 2000, 
86 percent said it was because external financing was 
not needed. Only 7 percent of women business owners 
avoided approaching financial institutions because 
they thought their application would be rejected. 
Chartered banks received the majority of requests for 
debt (68 percent of women’s requests in 2000), similar 
to male business owners. 


The most common intended purpose of debt financing 
sought by women entrepreneurs was working capital, 
similar to men entrepreneurs. New lines of credit, term 
loans and mortgages were the most sought-after forms 
of debt for women business owners. No statistically 
significant difference was found between women and 
men in their leasing and equity financing activities. 


Table 2 
Financing Request and Approval Rates for Majority Female- 
Owned and Majority Male-Owned SMEs, 2000-2001 


Majority 
Female-Owned 


Majority 
Male-Owned 


SMEs SMEs 


Type of Financing 2000 -| 2001* | 2000 2001* 


* 2001 data is less statistically reliable due to smaller survey 
sampling. 


Debt 


Equity 


Source: Statistics Canada, Survey on Financing of Small and 
Medium Enterprises, 2000 and 2001. 


Credit Conditions for Women Entrepreneurs 
in 2000 


* Lines of credit (34%), term loans (25%) and mortgages 
(13%) were the most sought-after forms of debt for 


women. 


¢ Women, on average, requested term loans of $181 000 
and were authorized $194 000 (compared with $137 000 
requested by men and $144 000 authorized for men). 


* For mortgages, women requested $194 000 and were 
authorized $196 000 (compared with $572 000 requested 
by men and $645 000 authorized for men). 


* 38% of women requesting financing were required to 
pledge personal assets as security (same as men). 


¢ 35% of women were required to pledge business assets 
(compared with 40% of men). 


¢ Business financial statements, formal applications and 
personal financial statements were most commonly 
requested by the credit supplier. Nearly a quarter of 
women report not having to provide any documentation 
(compared with 16% for men). 


Source: Statistics Canada, Survey on Financing of Small and 
Medium Enterprises, 2000. 


BUT SIMILAR APPROVAL RATES 


Women business owners are just as likely as men to 
have their financing applications approved. In 2000, 
82 percent of women entrepreneurs were approved 

for debt compared with 80 percent of men. In 2001, 
there was a noticeable drop in women’s approval rates; 
however, it is not certain whether this decline is a 
factor of smaller survey sampling in 2001 or a change 


in the lending behaviour of financial institutions. 
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CAPITAL STRUCTURE 


Financing sought from financial institutions is only 
one source of capital for women business owners. 
Examining the capital, debt and ownership structures 
of their businesses provides a more complete picture. 


Figures 5 and 6 list the top ten sources of financing 
used by women entrepreneurs at the time they started 
their business and in 2000 respectively. Similar to 
men, women entrepreneurs rely on internal financing 
sources to get their business up and running. A 
women business owner’s personal savings and credit 
instruments are the most used sources of financing 
at this stage. Loans from family and friends, known 
as “love money,” are also more prevalent for women 
during start-up. Given the high exit rate of newer 
firms, this places a substantial amount of personal 
financial risk on women wishing to start a company. 


As businesses mature, owners turn toward external 
sources of financing in the form of commercial loans, 
lines of credit and credit cards. Unlike men, however, 


Figure 5 
Top Ten Sources of Financing used during Start-up,* by Gender 


Commercial loans and lines of credit 
Commercial credit cards 
Government loans and grants 

Trade credit from suppliers 

Leasing 

Personal savings of owner(s) 
Personal line of credit of owner(s) 
Personal credit card of owner(s) 
Personal loan of owner(s) 


Loans from friends and relatives of owner(s) 


0% 10% 20% 


eee) Majority Female-Owned 


women entrepreneurs continue to rely on their savings 
and personal credit beyond their start-up stage of 
development. This is consistent with the financing of 
relatively newer and smaller businesses. 


There is a particular disparity between men and 
women in their use of commercial loans and lines 

of credit, and trade credit from suppliers. In 2000, 

50 percent of SMEs owned by men held a commercial 
loan or line of credit, compared with only 42 percent 
of SMEs owned by women. Women similarly lagged 
behind men in trade credit usage (30 percent compared 
with 41 percent). 


In both cases, the variation is likely a result of sector 
influences. The agricultural sector is the leading 
user of commercial credit (72 percent usage) and 
manufacturing leads in the usage of trade credit 
from suppliers (58 percent usage). Women are not 
as prominent in these sectors as men entrepreneurs 
(see Figure 4). 


30% 40% 50% 60% 


ee Majority Male-Owned 


* Reported by SMEs operating in 2000, in relation to their financing experiences in starting up their business, at any time between 1996 and 2000. 


Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2000. 
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Figure 6 
Top Ten Sources of Financing in 2000,* by Gender 


Commercial loans and lines of credit 
Commercial credit cards 

Government loans and grants 

Trade credit from suppliers 

Leasing 

Personal savings of owner(s) 

Personal line of credit of owner(s) 

Personal credit card of owner(s) 

Personal loan of owner(s) 

Loans from friends and relatives of owner(s) 


10% 20% 30% 40% 50% 60% 
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* Includes any source used, regardless of whether it was authorized or obtained in a previous year. 
Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2000. 


Table 3 
DEBT STRUCTURE Debt by Source, 2000 


Women entrepreneurs owed almost $33 billion in debt Majority Majority 
in 2000. Table 3 shows the distribution of debt owed Type of Supplier og ay ogee ay 

s s 
by women and men entrepreneurs by source in 2000. 


With the exception of trade credit from suppliers and Chartered Banks 
1 


individual loans, there are few gender differences in Credit Unions/ p 
Caisse populaires 6% 
debt structures. 


Coane 


21% 


Source: Statistics Canada, Survey on Financing of Small and 
Medium Enterprises 2000. 
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OWNERSHIP STRUCTURE 


Risk capital and early-stage equity financing typically 
form part of the financing strategy used by newer, 
high-growth potential firms. Women entrepreneurs 
appear less likely to adopt this strategy. Eighty-one 
percent of majority women-owned SMEs say they 
are not willing to share ownership equity to raise 
capital for firm growth, whereas only 66 percent of 
men entrepreneurs are unwilling to share more equity 
(Research Institute for SMEs, 2002). 


Women-owned SMEs combined held $12.5 billion 

in total owner’s equity in 2000, 94 percent of which 
was retained by the business owner, compared with 
78 percent for men entrepreneurs. Ownership held by 
venture capital funds, angels, or friends and relatives 
is So small a portion of women’s ownership structure 
that reliable data are not available for women- 

owned SMEs. 


SUMMARY & DISCUSSION 


Academic studies in both Canada and the United 
States have tested the impact of gender on access 

to financing and terms of credit (Riding and Swift, 
1990; Fabowle et al., 1995; Coleman, 2000). With the 
exception of one study conducted by the Canadian 
Federation of Independent Business, which found 
higher financing refusal rates for women-owned 
businesses (Marleau 1995), no significant differences 
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were found between women-owned businesses and 
men-owned businesses of similar size, sector and age 
in respect of access to financing. 


The financing activity of women and men 
entrepreneurs in 2000 and 2001 supports these 
conclusions. Although women entrepreneurs 

were found to be less likely to approach financial 
institutions for financing during this period, it was 
most often due to the fact that they judged that 
external financing was not needed. Of those women 
entrepreneurs that did apply for financing, they were 
just as likely as men to be approved. Terms and 
conditions attached to the financing received were also 
similar for both women and men entrepreneurs. 


At the same time, there are clear differences observed 
in the profile of women- and men-owned SMEs. 
Women-owned firms are smaller, newer, more 
concentrated in services industries and, on average, 
less profitable than SMEs owned by men. Although 
not impacting on access to financing, these differences 
do appear to influence the capital and ownership 
structures of SMEs owned by women. Women 
entrepreneurs use personal savings and personal 
credit more than men, even beyond the initial start- 
up of their business. Understanding the causes and 
ramifications of these differences on the growth and 
development of women-owned businesses is an area 
for further research. 
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SME Financing Data Initiative For further information on the SME Financing Data 
Initiative and access to statistical findings and reports, 
visit www.strategis.gc.ca/fdi. For information 
regarding the methodology of the Survey on 
Financing of Small and Medium Enterprises, contact 
Klaus Kostenbauer at 613-951-0691 with the Small 
Business and Special Survey Division at Statistics 


Canada or visit Statistics Canada’s website at 
Consistent with recommendations in 1999 from the www.statcan.ca 


Task Force on the Future of the Canadian Financial 
Services Sector, the SME Financing Data Initiative 


Small Business Financing Profiles is an ongoing 
series of articles on specific segments of the 
marketplace and a component of Industry Canada’s 
reporting efforts on SME financing. Other profile 
articles have examined Canada’s visible minority 
entrepreneurs and young entrepreneurs. 
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Financing Profiles 


SME Financing Data Initiative 


Visible Minority Entrepreneurs Christine Carrington, Industry Canada 


Canadas visible minority population has grown exponentially 
over the past 25 years. Drawing on the comprehensive database 
of the SME Financing Data Initiative, this article provides a 
portrait of visible minority entrepreneurs. It examines whether 
and how financing a small business is affected by the ethnicity 


of its owner. 


Summary of Key Findings: Visible minority-owned small 
and medium-sized enterprises (SMEs) are similar in size to firms 
owned by other entrepreneurs. They tend to be concentrated 

in the service and knowledge-based sectors and they play an 
important role in several of Canada’s regional economies. Visible 
minority-owned SMEs exhibit similar debt-financing activity 

to other businesses. Their demand and approval for and terms 
of obtaining credit are similar to other firms. Their capital and 
debt structures, however, indicate slightly higher than average 
usage of informal financing tools such as personal savings and 
love money from friends or relatives, a pattern that may be more 
in line with the sector of operation of the firm than its owners’ 


characteristics. 


Definitions 


Visible minorities are defined as persons, other than 
Aboriginal peoples, who are non-white in colour and non- 
Caucasian in race, including both native-born Canadians and 
immigrants. 

(Statistics Canada Census) 


Visible minority-owned SMEs are defined as at least 
50 percent ownership by a visible minority in a business 


with fewer than 500 employees and less than $50 million 
in annual revenues. Excluded are non-profit or government 
organizations, schools, hospitals, subsidiaries, co-operatives, 
and finance and leasing companies. 

(SME Financing Data Initiative) 


In the following analysis, visible minority-owned SMEs are 
compared with the profile and financing of all other Canadian 
SMEs in which visible minorities do not have 50 percent or 
more ownership in the business. 
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VisipLe Minority Population ON THE RISE 


Canada’s population of visible minorities has grown 
more than threefold over the past two decades. 

In 1981, there were 1.1 million persons in a visible 
minority group in Canada. By 2001, the visible 
minority population had risen to almost 4 million, 
representing 13 percent of the Canadian population. 
As Figure 1 shows, the Conference Board of Canada 
estimates that by 2016 visible minorities will 
constitute approximately 20 percent of Canada’s 
population and 18 percent of the labour force 
(Antunes, MacBride-King and Swettenham, 2004). 


Figure 1 
Percentage of Visible Minorities in Canada 
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Source: Statistics Canada (Census 1981-2001); Conference Board of Canada. 


Much of this growth is due to shifting immigration 
patterns. Over the past 25 years, the dominant 
countries of origin of Canadian immigrants have 
shifted from Europe to East and South Asia and South 
America. More than 8 of 10 visible minorities are now 
first-generation immigrants. The three largest visible 
minority groups in 2001 were Chinese, South Asian 
and black Canadians, accounting for two thirds of the 
visible minority population. 


Visible minorities are largely located in Canada’s 
urban centres. Toronto, Vancouver and Montréal are 
home to 73 percent of the country’s visible minorities. 
Calgary, Edmonton and Ottawa also have significant 
visible minority populations. 

Figure 2 


Year Businesses First Started Selling Products or Services 
(1997-2001)* 


Visible Minority-Owned SMEs 


2001 
10% 


Prior to 1997 
58% 


Prior to 1997 
715% 


* Applicable to firms still in operation in 2002 and excluding firms that began 
operations but exited the market prior to 2002. 
Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2001. 


ENTERING INTO ENTREPRENEURSHIP 


Visible minorities are as likely to become 
entrepreneurs as any other Canadians.' In 2001, 

7 percent of Canada’s 1.5 million SMEs were visible 
minority-owned. 


Not surprisingly, the increasing visible minority 
population in Canada has meant that visible minorities 


are entering the SME marketplace at a faster pace 

than other entrepreneurs. Figure 2 shows the year in 
which businesses first started selling products and/or 
services. Visible minority-owned SMEs are newer than 
other businesses: 42 percent have been in operation for 
less than five years, compared with 25 percent of other 
SMEs. On average, visible minorities have entered the 
SME marketplace at more than 1.5 times the rate per 
year of other entrepreneurs since 1997. 


PERCEIVED OBSTACLES TO GROWTH 


Visible minority entrepreneurs face many of the 
same challenges in establishing and growing their 
businesses as other business owners. Figure 3 
illustrates that, regardless of ethnicity, finding qualified 
labour and taxation levels are the two main concerns 
of entrepreneurs. Although not the primary focus of 
this article, it should be noted that the lack of skilled 
labour will become an increasingly important issue 
for entrepreneurs given the looming labour shortages 
projected in Canada by 2010 (Antunes, MacBride- 
King and Swettenham, 2004). 


Figure 3 
Perceived Obstacles to Business Growth and Development 


Visible Minority-Owned SMEs 


Finding Qualified Labour 
Levels of Taxation 
Obtaining Financing 
Low Profitability 
Instability of Demand 
Government Regulations 26% 
Equipment Renewal 17% 
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Other SMEs 


Finding Qualified Labour 
Levels of Taxation 
Obtaining Financing 
Low Profitability 
Instability of Demand 
Government Regulations 
Equipment Renewal 
Managerial Skills 


36% 
31% 
30% 
27% 
27% 


42% 

38% 

32% 

29% 

27% 

24% 

16% 

10% 

Source: Research Institute for SMEs, Université du Québec a Trois-Riviéres. 
2002. “Financing SMEs: Satisfaction, Access, Knowledge and Needs, 2001.” 
Commissioned by Industry Canada. 


‘ Business density measures the number of individuals in a population divided by the number of businesses in that population. Based 
on 2001 Statistics Canada Census and Business Register data, 3 percent of the visible minority population owned a small or medium- 
sized enterprise compared with a business density of 4 percent for the non-minority population. 
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MakING A VisiIBLE CONTRIBUTION TO Canapa’s 
ECONOMY 


Visible minority entrepreneurs play an important 

role in the Canadian economy in terms of growth, 
innovation and job creation. More than 500 000 people 
were employed by visible minority-owned SMEs in 
2001 and visible minority entrepreneurs earned more 
than $48.5 billion in total revenues. 


The regional distribution of visible minority-owned 
SMEs reflects immigrant settlement patterns. Most 
of these SMEs are concentrated in Ontario and 
British Columbia, followed by Alberta and Quebec 
(see Figure 4). There are fewer visible minority 
entrepreneurs in the Atlantic and Prairie provinces. 


Figure 4 
Regional Distribution of Visible Minority-Owned SMEs, 2001* 
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* Data for the Atlantic provinces, Manitoba, Saskatchewan, and Nunavut are less 
statistically reliable. 


Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2001. 


PROFILE 


2001 Profile of Visible 
Minority Entrepreneurs 


* 19% are women, 61% are men, 20% are in male/female 
partnerships (18%, 64% and 18% for other entrepreneurs, 
respectively) 


* 29% are under the age of 40 
(21% for other entrepreneurs) 


* 59% speak a non-official language as their 
mother tongue 


* 61% have a post-secondary education 
(47% for other entrepreneurs) 


* 74% have more than 10 years of management experience 
in their business’ industry (84% for other entrepreneurs) 


* 39% operate their business out of their home 
(60% for other entrepreneurs) 


* 93% operate their business in urban areas 


* 13% exported their products or services outside 
of Canada (11% for other entrepreneurs) 


Source: Statistics Canada, Survey on Financing of Small and Medium 
Enterprises, 2001. 


Less Likery SELF-EMPLOYED 


Past research has suggested that visible minority 
SMEs tend to be somewhat larger than average 
SMEs.” Current data, however, suggest that they 
are either smaller than, or similar in size to, other 
SMEs when the number of employees, organizational 
structure, or firm’s average sales are measured. 

* 77 percent of visible minority-owned firms are 

micro-businesses, employing fewer than five 


employees (compared with 79 percent for other 
businesses) (see Figure 5). 


¢ Visible minorities averaged $462 000 in sales 
in 2000 (compared with $600 000 for other 
entrepreneurs ). 


¢ Visible minority-owned businesses are somewhat 

more likely to be incorporated (63 percent 

compared with 52 percent for other businesses). 
Visible minority entrepreneurs are less likely than 
other entrepreneurs to be self-employed. (Self- 
employment means that the owner is the sole operator 
of the business.) In 2001, only 31 percent of visible 
minority entrepreneurs were self-employed compared 
with 44 percent for other entrepreneurs. It should be 
noted, however, that the rate of immigrants becoming 


> SME Financing in Canada, 2002. A report prepared as part of the SME Financing Data Initiative. (www:strategis.ic.gc.ca/fdi) 
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self-employed in Canada is climbing. A recent 
Statistics Canada report found that immigrant self- 
employment almost doubled between 1981 and 1996 
(from 8 percent to 14 percent) (Frenette, 2002). 


Figure 5 
Distribution of Firms by Business Size in 2001 
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Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2001. 


CONCENTRATED IN SERVICE INDUSTRIES 


Visible minority entrepreneurs operate firms in all 
sectors of the Canadian economy, but they are highly 
concentrated in service-based industries. In 2001, 
approximately four out of five visible minority-owned 
SMEs were in the service sector. In Figure 6, this is 
represented by the amalgamation of the wholesale/ 
retail, professional services and “other sectors” 
categories. 


Visible minority entrepreneurs a!so play an important 
role in the knowledge-based economy, a driving 
force of Canada’s growth and innovation. In 2001, 

11 percent of visible minority-owned SMEs operated 
in knowledge-based industries (KBIs) compared with 
4 percent of other SMEs. 


It is therefore not surprising that visible minority 
entrepreneurs are more likely to be engaged in 


research and development (R&D) activities. In 2001, 
33 percent of visible minority-owned SMEs devoted 
part of their investment expenditures to R&D 
compared with 26 percent of other SMEs. 


Figure 6 
Distribution of Firms by Industry Sector in 2001* 


50% 


Other SMEs 


@® Primary 
 Wholesale/Retail 
@® Knowledge-based Industry 


Visible Minority-Owned 


@® Agriculture 

@ Manufacturing 

® Professional Services 
MM Other Sectors 


* Data for visible minority-owned SMEs in the agricultural and primary sectors are less 
statistically reliable. 


Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2001. 


WEAKER FINANCIAL PERFORMANCE 


Figure 7 presents key financial statement amounts 

for the average visible minority-owned SME in 2000 
compared with other business owner averages. In 
2000, the average net profit before taxes for visible 
minority entrepreneurs was less than half that of other 
entrepreneurs. Lower profitability alone, however, 
does not necessarily imply that visible minority- 
owned SMEs are not performing financially as well as 
other firms. For a more complete picture of financial 
performance, earnings should be measured against the 


assets and capital necessary to generate those earnings. 


Three common profitability measures used for this 
purpose are the rate of return on assets, the rate of 
return on equity and profit margins.’ The average 
visible minority-owned firm had lower rates of return 


* The rate of return on assets measures a firm’s performance in using assets to generate earnings independent of the financing of those 
assets, whereas the rate of return on equity measures a firm’s performance in using assets to generate earnings but also considers the 
financing of those assets. (Gaber, Davidson, Stickney and Weil. Financial Accounting, Dryden). 
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on assets (6 percent versus 11 percent) and equity 

(18 percent versus 26 percent) in 2000, as well as 
lower profit margins (5 percent versus 9 percent). 
However, the degree to which this is consistent with 
other SMEs in the service sector is not yet clear. It is 
therefore possible that the sector of operation, rather 
than the business owners’ characteristics, is the more 
significant predictor of a firm’s financial performance. 
Figure 7 

Financial Statement Figures,* 2000 


Visible 
Minority-Owned 
SMEs 


(average $) 


462 000 600 000 


Other 
SMEs 


Sales 


Revenues | Total 
Revenue 489 000 625 000 


465.000 569 000 


24 000 56 000 


oe 172 000, 


Assets: Fixed’ 
ese Total 


Net Profit (loss) 
Before Tax 

297000 
ee ideals | 0000. | 216000. | 


* Figures may not add up exactly due to rounding and the absence of 
some income statement or balance sheet data. Owners’ equity data for 
visible minority-owned SMEs are less statistically reliable. 


Source: Statistics Canada, Survey on Financing of Small and Medium 
Enterprises, 2000. 


Compared with other firms, visible minority-owned 
SMEs also appear to be less well positioned to convert 
assets into cash quickly to meet debt obligations. 

In 2000, an average visible minority-owned SME had 
a debt-to-equity ratio of 2.1 compared with an average 
of 1.4 for other SMEs. Higher levels of debt-to-equity 
can increase the perception of risk associated with a 
business because it indicates a firm may not be able 

to cover interest and debt payments. In the short term, 
visible minority-owned SMEs are more in line with 


the liquidity of other SMEs, with a ratio of current 
assets to short-term debt of 1.4 versus 1.5.4 Again, 
further analysis will be needed to distinguish the 
impact of sector from business owners’ characteristics. 


FINANCING 


Access to sufficient levels of capital is a critical 
component of the successful growth and development 
of any business. Several factors may impede a firm’s 
ability to obtain this necessary financing, including its 
stage of development, sector of operation or size. 


Additionally, some visible minority entrepreneurs may 
be less familiar with Canadian financial and market 
structures. This may be one reason visible minority 
entrepreneurs rank obtaining additional financing as 
the third most significant obstacle to their businesses’ 
growth (see Figure 3). 


FINANCING AcTiviTy 


Visible minority-owned SMEs had similar demand 
for debt financing as other small businesses, and 
receive similar approval rates, terms and conditions. 
Figure 8 presents an overview of the financing activity 
of visible minority-owned SMEs during 2000 and 
2001 in relation to other firms. Even though data are 
provided for 2001, the reader should note that smaller 
survey sampling resulted in fewer findings for visible 
minority-owned SMEs, particularly with regard to 
leasing and equity. 


Less than a quarter of visible minority entrepreneurs 
approached a financial institution for debt in 2000 
or 2001, which is similar to the general level of 
SME debt financing. More than 8 in 10 applications 
for debt submitted by visible minority-owned 

SMEs were approved, which is also comparable to 
other businesses. 


The vast majority of these requests were made to 
chartered banks (90 percent versus 64 percent for other 
entrepreneurs). Given the somewhat stronger market 


* Current ratio is a measure of a company’s current assets to its short-term debt. A current ratio of 1.0 means that a company could 
survive for one year, even if it made no sales. Overall, the higher the ratio, the more liquid the company is. 
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share banks have throughout Ontario and British 
Columbia, particularly in urban areas, and the higher 
concentration of visible minorities in the urban centres 
of these regions, it is not surprising that more visible 
minorities turned to banks for financing. Five percent 
of visible minority entrepreneurs approached credit 
unions or caisse populaires compared with 21 percent 
of other entrepreneurs. 


Figure 8 


Financing Request and Approval Rates* (2000-2001) 


Visible 
Minority- 


Owned SMEs Other SMEs 


% 


Type of Financing 


Request 
Rate 2 


Approval 
Rate 83 n/a 82 8] 
Request é = oe 
Lease | Rate — 1a ao 
Financing* | Approval | or 5a 
Rate 9] 87 | og || 95 
Request 
Equity Rate > i D ; 
Financing* Anatol 
Rate 95 n/a 16 ne 


* 2001 -data are less statistically reliable. 


Debt 
Financing 


Source: Statistics Canada, Survey on Financing of Small and Medium 
Enterprises, 2000 and 2001. 


Most of the financing sought by visible minority- 
owned SMEs was for working capital. Accordingly, 
applications were most often for new lines of credit, 
followed less frequently by term loans and mortgages 
(see text box on “Credit Conditions for Visible 
Minority Entrepreneurs in 2000”). 


The majority (84 percent) of visible minority 
entrepreneurs who did not apply for formal types 
of financing, such as commercial debt or leasing, 
indicated that their businesses did not need it. 
Seven percent avoided formal financing because 
they felt the application process was too difficult 
compared with 2 percent of other entrepreneurs. 
Fifty-nine percent of visible minority entrepreneurs 
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speak a language other than English or French as their 
mother tongue so it is possible this may contribute to 
their perception of difficulty, though further research 
would be needed to determine this. 


CaPiTAL STRUCTURE 


Although the formal sources of commercial credit 
discussed above have long been considered the 
mainstay of small business financing, business owners 
also draw upon a variety of other informal financing 
tools. Figures 9 and 10 list the top ten sources of 
financing used by visible minority entrepreneurs both 
at the time they started their businesses and in 2000. 


Credit Conditions for Visible Minority 
Entrepreneurs in 2000 
* Most requested forms of debt were new lines of credit 
(47%), term loans (23%) and mortgages (18%). 


* Visible minorities, on average, requested term loans for 
$74 000 and were authorized $73 000 (compared with 
$135 000 requested and $135 000 authorized for other 
entrepreneurs). 


¢ For mortgages, $468 000 was requested and $474 000 was 
authorized (compared with $522 000 requested and 
$596 000 authorized for other entrepreneurs). 


* 42% of visible minority entrepreneurs requesting financing 
were required to pledge personal assets as security 
(compared with 38% of other entrepreneurs). 


¢ 42% of visible minorities were required to pledge business 
assets (same as other entrepreneurs). 


* Business financial statements, formal applications and 
appraisals of assets were the most commonly requested 
documents required by the credit supplier. 


Source: Statistics Canada, Survey on Financing of Small and Medium 
Enterprises, 2000. 


During the business start-up stage, prior to the first 
sale of goods or services, visible minority-owned 
firms are primarily financed through owners’ personal 
savings and credit instruments. Visible minority 
entrepreneurs also draw upon loans from friends 

and relatives, otherwise referred to as “love money,” 
somewhat more often than other entrepreneurs. 

This is common financing behaviour for business 
start-ups, but Figure 9 indicates that visible minority 
entrepreneurs are not using financing instruments, 
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Figure 9 
Top Ten Sources of Financing Used During Start-up* 


Commercial loans and lines of credit 
Commercial credit cards 
Government loans and grants 
Trade credit from suppliers 
Leasing 
Personal savings of owner(s) 
Personal line of credit of owner(s) 
Personal credit card of owner(s) 
Personal loan of owner(s) 
Loans from friends and relatives of owner(s) 

0% 10% 20% 30% 40% 50% 

aeeel Visible Minority-Owned SMEs cdl Other SMEs 


* Reported by SMEs operating in 2000, in relation to their financing experiences in starting up their business at any time between 1996 and 2000. 


Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2000. 


Figure 10 
Top Ten Sources of Financing in 2000* 


Commercial loans and lines of credit 
Commercial credit cards 

Government loans and grants 

Trade credit from suppliers 

Leasing 

Personal savings of owner(s) 

Personal line of credit of owner(s) 

Personal credit card of owner(s) 

Personal loan of owner(s) 

Loans from friends and relatives of owner(s) 


0% 10% 20% 30% 
ee Visible Minority-Owned SMEs Ae Other SMEs 


* Includes any source used, regardless of whether it was authorized or obtained in a previous year. 


Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2000. 


whether from informal or formal sources, to the relatively greater presence in service industries where 
same extent as other firms. This suggests that visible entry costs tend to be lower than in goods-producing 
minority-owned businesses may have fewer capital industries (U.S. Small Business Administration, 2001). 


needs during the start-up phase of their firms than 
other entrepreneurs, which is likely due to their 
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There are fewer discernible differences between the 
sources of capital used by established visible minority- 
owned SMEs and other established businesses. 

Once businesses become established in the 
marketplace, sources of financing often shift more 
toward formal financing instruments from financial 
institutions (e.g. commercial credit, trade credit from 
suppliers, leasing, etc.). An exception for visible 
minority entrepreneurs is their continued use of 
personal savings, as illustrated in Figure 10. This is 
due, in part, to the fact that visible minority-owned 
SMEs are newer, on average, and more concentrated 
in service sectors. Past research has shown a higher 
overall usage of informal financing tools in service- 
based industries and by newer firms.° 


Dest STRUCTURE 


Visible minority entrepreneurs owed a combined 
total of $26.8 billion in debt in 2000. The distribution 
of debt by source is illustrated in Figure 11. One 
significant difference for visible minority-owned 
SMEs is debt owed in the form of individual loans. 
Visible minority entrepreneurs owe 60 percent more 
of their businesses’ debt to individuals than other 
entrepreneurs. Most of this debt is owed to informal 
investors, including angels, friends and relatives. 
This is consistent with visible minority entrepreneurs’ 
higher than average use of love money. 


Figure 11 

Allocation of Debt by Source, 2000 
Visible 

Minority-Owned 

SMEs Other SMEs 

Type of Supplier 

Chartered Banks 

Credit Unions/ 

Caisse populaires 


Source: Statistics Canada, Survey on Financing of Small and Medium 
Enterprises, 2000. 


Risk CAPITAL 


Risk capital, which encompasses forms of early-stage 
equity financing such as angel investment through 
formal venture capital, is increasingly recognized 

as an important source of capital, particularly for 
technology-driven or high-growth potential firms. 
Risk capital can offer these firms the substantial 
amounts of capital necessary for their expansion, with 
the caveat that it comes in return for a share of the 
business. Risk capital is therefore a financing strategy 
suitable to only a small proportion of firms. In 2000, 
2 percent of all SME owners sought risk capital. 


However, visible minority entrepreneurs report 

being more willing to use equity financing than 

other entrepreneurs. Of majority SME owners who 

are visible minorities, only 48 percent say they 

are unwilling to share equity in their firm to raise 
capital for growth, expansion or refinancing. In 
comparison, 70 percent of other majority business 
owners say they are unwilling to share equity to obtain 
financing. To a small degree, higher willingness to 
turn to risk capital may be due to the fact that visible 


° SME Financing in Canada, 2003. A report prepared as part of the SME Financing Data Initiative. (www.strategis.ic.gc.ca/fdi) 
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minority entrepreneurs are more concentrated in the 
knowledge-based industries that are more apt to use 
this form of financing. 


SUMMARY AND DISCUSSION 


Businesses owned by visible minorities have many 
of the same characteristics as other Canadian firms. 
They are similar in size, operate in all sectors of the 
economy and provide a significant contribution to 
the Canadian economy. On average, their businesses 
are newer and more concentrated in the service 

and knowledge-based sectors, and, due to these 
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SME FINANCING DATA INITIATIVE 


Small Business Financing Profiles 1s an ongoing 
series of articles on specific segments of the 
marketplace and a component of Industry Canada’s 
reporting efforts on SME financing. Other 

profile articles have examined Canada’s women 
entrepreneurs, young entrepreneurs. 


Consistent with recommendations in 1999 from the 
Task Force on the Future of the Canadian Financial 
Services Sector, the SME Financing Data Initiative 

is a comprehensive data collection program on SME 
financing in Canada. In partnership with Statistics 
Canada and Finance Canada, Industry Canada reports 
on the supply of, and demand for, small and medium- 
sized business financing to provide a complete picture 
of SME financing. 


As part of the initiative, Statistics Canada administers 
a series of national surveys on small and medium- 
sized enterprises (Survey on Financing of Small and 
Medium Enterprises) and financial providers (Survey 
of Suppliers of Business Financing). Industry Canada 
supplements these surveys with additional research 
into niche areas of SME financing. 
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Financing Profiles 


Young Entrepreneurs 


Canada population is aging and a substantial number of today’s 
entrepreneurs will soon be heading into retirement. To maintain 
economic growth and prosperity, it will become increasingly 
important that Canada’ youth fill the entrepreneurial void 

left by the retiring baby-boom generation. Drawing on the 
comprehensive database of the SME Financing Data Initiative, 
this article provides a portrait of Canada’s young entrepreneurs 
and examines the effect, if any, of the age of the owner on 
financing a small business. 


Summary of Key Findings: Young entrepreneurs are found 
in all sectors of the economy, with a particularly high presence 
in knowledge-based industries (KBIs). Although most youth- 
owned businesses are considered small, as defined by the number 
of employees, there are relatively few youth involved in self- 
employment. Businesses owned by youth are more likely to be 
high-growth and are, for the most part, financially viable. Young 
entrepreneurs are more likely to identify access to financing as 
an obstacle to business growth than older entrepreneurs and 
they appear to have higher request rates for financing. Youth- 
owned small and medium-sized enterprises (SMEs) are also more 
likely to have their application refused, but face similar credit 
conditions as older entrepreneurs when financing is approved 

by lending institutions. This likely contributes to the higher 

than average usage of informal financing instruments, such as 
personal savings and love money, by young entrepreneurs. 


Definitions 


This analysis classifies young entrepreneurs as business 
owners between the ages of 25 and 34 years. Youth-owned 
small and medium-sized enterprises (SMEs) are defined 

as those with at least 50 percent ownership by a young 
entrepreneur in a commercial business (for profit) with fewer 
than 500 employees and less than $50 million in annual 
revenues. 


For comparative purposes, the profile and financing activity 
of young entrepreneurs is examined against SME owners in 
the 45 to 64 year age bracket. For brevity, this age group will 
be referred to as older SME owners. 
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Canada’s median age reached an all-time high of 

38 years in 2001, representing the largest census-to- 
census increase in over a century (Statistics Canada, 
2002). Based on Canadian population projections 
(see Figure 1), the population aged 45 to 64 will 
continue to rise steadily over the next decade, 
reaching more than 9.8 million by 2016. Several 
factors are contributing to this trend: the large post— 
World War II baby-boom generation, the long-term 
decline in fertility rates and the longer life expectancy 
of Canadians. 


Figure 1 
Canadian Population Projections (2001—2026)* 


Population (million) 


2001 2006 2011 2016 =. 2021 2026 


Year 


== Ave 25 to 34 emi Age 351044 = === Age 45 to 64 
* Figures represent the medium-growth projection and are based on 2000 
population estimates. 


Source: Statistics Canada, CANSIM, table 052-0001. 


This demographic shift is already having a noticeable 
effect on Canada’s labour force. The working 
population is increasingly comprised of older 
individuals: between 1991 and 2001, the percentage 
of workers aged 45 to 64 rose by 36 percent (Statistics 


Canada, 2002). The Canadian Imperial Bank of 
Commerce (CIBC) reports that the number of firms 
run by entrepreneurs over the age of 55 (recently 
coined “seniorpreneurs’’) is the fastest growing 
segment in the small business sector, having risen 
by 140 000 firms, or 30 percent, from 2001 to 2004 
(Small Business, 2004). The CIBC also reports 

that more than 500 000 Canadian entrepreneurs 

(20 percent) are heading into retirement within the 
next five years, followed by an additional 30 percent 


by 2020 (CIBC World Markets, 2005). This will likely 


cause skills shortages in several industries (Statistics 
Canada, 2003). Hardest hit will be Saskatchewan, 
Atlantic Canada and Alberta, with the highest 


projected rates of small business owners retiring. 


Further complicating the problem for the small 
business sector is the apparent lack of succession 
planning by older entrepreneurs. The Canadian 
Federation of Independent Business (CFIB) recently 
found that only one third of SME owners are planning 
for their future succession (CFIB Research, 2005). 
Furthermore, the majority of these plans are informal 
and not communicated to intended successors, 

which risks compromising a successful transition 

in ownership. 


ENTERING INTO ENTREPRENEURSHIP 


It is widely recognized that small and medium-sized 
enterprises (SMEs) are engines of economic growth, 
productivity and job creation in Canada. Fostering 
entrepreneurial activity is therefore a priority of 
government. During a time when substantial numbers 
of entrepreneurs are exiting the market, encouraging 
Canada’s youth to become the next generation of 
business owners is particularly important. 


In 2000, 124 000 of the 1.4 million SMEs in Canada 
(9 percent) were owned by young entrepreneurs. 
These firms brought in approximately $44 billion 

in combined annual revenues during that year, 
accounting for 5 percent of the total revenue of all 
Canadian SMEs. 
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Figure 2 
Distribution of Youth Population and Young Entrepreneurs, 
by Region (2000) 


| 7% */7%*| 


71% */8%* 


jj 


* Youth Population 
** Youth-Owned SMEs 


British Columbia/Yukon 
Alberta/Northwest Territories 
Manitoba/Saskatchewan/Nunavut 
Ontario 
Quebec 

F Atlantic Provinces 


Source: Statistics Canada, Survey on Financing of Small and Medium 
Enterprises, 2000 and 2001. 


As illustrated in Figure 2, however, the proportion 

of youth-owned SMEs in Canada is lower than 

the proportion of youth in the overall population 

(9 percent versus 13 percent). This discrepancy is 
primarily due to the under-representation of young 
entrepreneurs in Ontario, where 39 percent of the 
population is under 35, but only 29 percent of SMEs 
are youth-owned. Throughout most other regions, the 
proportion of young entrepreneurs either matches or 
exceeds the population of youth. 


This situation will likely change soon, however, as 
older business owners retire and younger business 
owners enter the market. In fact, since 1996, young 
entrepreneurs across Canada have been entering the 
SME marketplace at an average of approximately 
three times the rate per year of entrepreneurs over 
the age of 45. Figure 3 compares the two generations 
of SME owners based on the year their businesses 
first started selling products and/or services. Not 
surprisingly, SMEs owned by young entrepreneurs 
are far newer than businesses with older owners: 

57 percent had been in operation for less than 
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five years, compared with 18 percent of firms from the 
older cohort. 


Figure 3 
Year Businesses First Started Selling Products or Services 
(1996—2000)* 


Youth-Owned SMEs 


2000 
9% 


1999 
15% 
Prior to 1996 
43% 
1998 
12% 


1997 


ae 1996 
10% 


SMEs Owned by Older Entrepreneurs 


2000 


2% 


1999 
4% 
1998 
4% 


1997 
4% 
1996 Prior to 1996 
Eien 82% 


4% 


* Applicable to firms still in operation in 2001 and excluding firms that began 
operations but exited the market prior to 2001. 


Source: Statistics Canada, Survey on Financing of Small and Medium 
Enterprises, 2000. 


PERCEIVED OBSTACLES TO GROWTH 


Starting and establishing a new business in the highly 
competitive small business marketplace is a challenge 
for entrepreneurs of all ages. Research has shown that 
younger business owners may face additional barriers 
arising from inexperience, lack of a credit history with 
a financial institution and more modest asset bases 
upon which to draw (Frazer-Harrison, 2004). 


Figure 4 ranks obstacles to business growth identified 
by Canadian entrepreneurs. Finding qualified labour, 


access to financing and fluctuations in consumer 
demand are the top three barriers perceived by young 
entrepreneurs. Apart from the shortage of skilled 
labour, which appears to be a universal problem across 
Canada (McMullin, Cooke and Downie, 2004), older 
business owners identify different obstacles, ranking 
taxation levels and profitability among their three 
chief concerns. 


Figure 4 


Perceived Obstacles to Business Growth 
and Development (2000) 


Young Entrepreneurs 
Finding Qualified Labour 
Obtaining Financing 
Instability of Demand 
Levels of Taxation 
Low Profitability 
Government Regulations 
Equipment Renewal 
Managerial Skills 


40% 
39% 
25% 
23% 
19% 
19% 
13% 
11% 
Older Business Owners 
Levels of Taxation 
Finding Qualified Labour 
Low Profitability 
Instability of Demand 
Government Regulations 
Obtaining Financing 23% 
Equipment Renewal 17% 
Managerial Skills 6% 
Source: Research Institute for SMEs, Université du Québec a Trois- 


Riviéres. 2002. “Financing SMEs: Satisfaction, Access, Knowledge and 
Needs, 2001.” Commissioned by Industry Canada. 


40% 
38% 
34% 
33% 
29% 


PROFILE 
Less Likety SELF-EMPLOYED 


Similar to businesses owned by older entrepreneurs, 
the majority of youth-owned firms (81 percent) 

are micro-businesses, which employ fewer than 

five employees. Unlike older entrepreneurs, 
however, far fewer young entrepreneurs are engaged 
in self-employment. As Figure 5 illustrates, only 

37 percent of youth-owned firms reported having 

no employees in 2000, compared with 47 percent of 
older entrepreneurs. 
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PROFILE COMPARISON 


Characteristics Young Entrepreneurs 


Older Entrepreneurs 


19% women, 67% men, 14% partnerships 14% women, 65% men, 21% partnerships 


12% visible minority, 4% Aboriginal, 1% disabled | 8% visible minority, 1% Aboriginal, 2% disabled 


75% with post-secondary 60% with post-secondary 
Managerial Experience | 78% have more than 5 years 93% have more than 5 years 


Home-based 


60% home-based 54% home-based 


71% urban-based, 29% rural-based 74% urban-based, 26% rural-based 


Export Activity 7% export outside Canada 


11% export outside Canada 


Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2000. 


Figure 5 
Distribution of Firms by Business Size in 2000 


50% 


25 to 34 35 to 44 45 to 64 


Age of Majority Owner 


Hi 0 employees @ 1-4 employees 
™) 5-19 employees ) 20-99 employees 
BH 100-499 employees 


Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2000. 


Figure 6 provides additional detail on self- 
employment trends among young entrepreneurs based 
upon Statistics Canada’s Labour Force Survey.' 

There was a relatively stable trend of youth self- 
employment throughout much of the 1990s. Since 
1998, however, self-employment levels among young 
entrepreneurs have been steadily declining for both 
men and women. By 2000, 147 000 young men and 
111 000 young women were self-employed. 


Meanwhile, the older cohort of 55- to 64-year-olds 
have experienced a steady rise in self-employment 
levels, reaching a peak at 373 000 in 1999. This trend 
is likely driven by workers exiting the paid labour 
force as they approach retirement and entering into 
self-employment. Throughout the past decade, self- 
employment has doubled in the professional services 
sector and more than trebled in the management and 
administration sector for this older cohort (Statistics 
Canada, Labour Force Survey, special order). Among 
older workers, it is primarily men who are engaged 
in self-employment, whereas the gender gap for the 
younger cohort is much smaller. 


Figure 6 
Self-employment by Age and Gender (1990-2000), 
Monthly Average 


400 
350 
300 
250 


Self-employed Population 


1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 
Year 


=—=—@—= Male 15-29 years eee Male 55-64 years 
oe Female 15-29 years == @== Female 55-64 years 
sem@e= All 15-29 year olds =i All 55-64 year olds 


Source: Statistics Canada, Labour Force Survey, special order. 


' Statistics Canada’s Labour Force Survey considers the wider population of Canada’s self-employed individuals of both incorporated 
businesses (with or without paid help) and unincorporated businesses (with or without paid help). This differs from the narrow 
definition of self-employed individuals used in the Survey on Financing of Small and Medium Enterprises, which considers only those 
business owners who are the sole operator of a business. Also excluded are unincorporated firms with less than $30 000 in revenues, 
non-profit or government organizations, subsidiaries, co-operatives, and finance and leasing companies. 
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YoutH AcTIvVE IN THE KNOWLEDGE- 
BASED ECONOMY 


As shown in Figure 7, young entrepreneurs are found 
in every sector of the Canadian economy. In 2000, 
20 percent of youth-owned SMEs operated in either 
goods-producing or primary sectors and 73 percent 
were in the service-based sector, which here includes 
wholesale/retail, professional services and the other 
service sector groupings. This distribution largely 
parallels the distribution in other age groups. 


Figure 7 
Distribution of Firms by Industry Sector in 2000 


60% 


50% 


40% 


30% 


20% 


10% 


0% 


25 to 34 35 to 44 


Age of Majority Owner 


45 to 64 


@® Agriculture 
M@!) Manufacturing ) Wholesale/Retail 

i Professional Services Mi Knowledge-based Industry 
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@ Primary 


Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2000. 


Young entrepreneurs are unique for their 
proportionally higher presence in the knowledge- 
based economy. Seven percent of youth-owned SMEs 
operate in a knowledge-based industry compared with 
4 percent of older business owners. 


Young entrepreneurs also tend to be more engaged in 
research and development (R&D) activities. In 2000, 
29 percent of youth-owned SMEs devoted part of 


their investment expenditures to R&D, compared with 
23 percent of SMEs owned by older entrepreneurs. 

In addition, 33 percent devoted their investment 
expenditure to technology acquisition and licensing 
costs compared with 26 percent of firms owned by 
older entrepreneurs. 


FINANCIAL PERFORMANCE OF YOUTH-OWNED SMEs 


Figure 8 presents key financial information for the 
average youth-owned SME in 2000 compared with the 
average business owned by an older entrepreneur. 


In 2000, the average net profit before taxes for young 
entrepreneurs was approximately half that of older 
entrepreneurs. Although important, lower profit 

levels alone do not necessarily indicate poor financial 
performance. For a more complete picture of financial 
performance, earnings must be measured against the 
assets and capital necessary to generate those earnings. 


Three common measures of profitability used for this 
purpose are the rate of return on assets, the rate of 
return on equity and profit margins.’ 


The average youth-owned firm has 


¢ slightly lower rates of return on assets (7 percent 
versus 10 percent among older entrepreneurs); 


* lower rates of return on equity (19 percent versus 
24 percent); and 


¢ similar profit margins (7 percent versus 8 percent). 


Under debt management, the average youth-owned 
SME had a debt-to-equity ratio of 1.7 compared with 
an average of 1.3 for other SMEs. Higher levels of 
debt-to-equity indicate a firm may not be able to cover 
interest and debt payments and increase the perception 
of risk associated with the business. In the short term, 
youth-owned SMEs are in line with the liquidity of 
other SMEs, with a ratio of current assets to short-term 
debt of 1.4 versus 1.5. 


? The rate of return on assets measures a firm’s performance in using assets to generate earnings independent of the financing 
of those assets, whereas the rate of return on equity measures a firm’s performance in using assets to generate earnings but also 
considers the financing of those assets using the DuPont method of calculation (Gaber, Davidson, Stickney and Weil. Financial 


Accounting, Dryden). 


> Current ratio is a measure of a company’s current assets to its short-term debt. A current ratio of 1.0 means that a company could 


survive for one year, even if it made no sales. Overall, the higher the ratio, the more liquid the company is. 
ON OST ATE ONT Mei SE MR Tec EE SSS ti Nan ARE: Sea hl ata eae 
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Figure 8 

Financial Statement Figures,* 2000 

SMEs Owned 
by Older 

Entrepreneurs 


Youth-Owned 
SMEs 


(average $) (average $) 


376 000 622 000 


Revenues Total 
Revenue 389 000 


eer eee 
Before Tax 26 000 
353 000 


* Figures may not add up exactly due to rounding and the absence of 
some income statement or balance sheet data. 


Current 


Assets 


Source: Statistics Canada, Survey on Financing of Small and Medium 
Enterprises, 2000. 

Overall, these indicators suggest that youth-owned 
SMEs are not performing as well as firms owned 

by older entrepreneurs. Nevertheless, youth-owned 
SMEs are financially viable, particularly considering 
their shorter length of time in the marketplace and 
that many young entrepreneurs are still in the process 
of establishing themselves. The extent to which their 
financial performance is a reflection of sector and size 
is not yet clear. 


FINANCING 


Past research on whether that youth face difficulties 
in accessing financing for their ventures has been 
primarily based on anecdotal evidence, which points 
to the lack of business and financial track records, 
workable business plans and business acumen, along 
with poor credit ratings or heavy student loan debts. 


The following section examines financing activity, 
capital and debt structures of youth-owned SMEs 

in comparison with businesses owned by older 
entrepreneurs. Higher financing refusal rates and a 
likelihood of turning to informal sources of financing 
indicate that younger entrepreneurs may indeed be 
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experiencing more difficulty in accessing sufficient 
levels of capital for their businesses. 


Activity 


As most businesses owned by young entrepreneurs 
are newer and still in the development stage, sufficient 
levels of capital are a critical component in fostering 
growth and expansion. Figure 9 presents an overview 
of the financing activity of youth-owned SMEs 

during 2000 compared with firms owned by older 
entrepreneurs. In 2000, young entrepreneurs exhibited 
significantly higher demand for debt, leasing and 
equity than firms owned by older entrepreneurs. Youth 
reported that financing was most often needed for 
working capital in the business, which is similar to 
reported financing needs of businesses run by other 
age groups. Accordingly, young entrepreneurs were 
most likely to apply for new lines of credit and term 
loans, often in amounts of less than $100 000. (see 
“Credit Conditions for Young Entrepreneurs in 2000” 
text box for additional credit application details). 


Figure 9 
Financing Request and Approval Rates (2000) 


SMEs Owned 
by Older 
Entrepreneurs 


Youth-Owned 
SMEs 


Type of Financing 


Debt 
Financing 


Request 
Rate 


Lease 
Financing 


Equity 
Financing 


Request 
Rate 
Approval 
Rate* 


* Data are less statistically reliable due to lower frequency of response. 


Source: Statistics Canada, Survey on Financing of Small and 

Medium Enterprises, 2000. 

Young entrepreneurs are slightly more likely to have 
their applications rejected by financial institutions. 
In 2000, 78 percent of their credit applications 

were approved compared with 82 percent for older 
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business owners. Fewer years dealing with a financial 
institution (66 percent of youth have been dealing 
with a financial provider for less than 7 years) and 

a lack of a solid credit history may contribute to a 
lower approval rating. A relative deficiency in assets 
to pledge as security for financing may also be a 
factor, yet fewer youth-owned SMEs were required to 
pledge assets as collateral than SMEs owned by older 
entrepreneurs. Further research is required to uncover 
the actual causes for lower financing approval rates 
among younger entrepreneurs. 


Following the pattern found with older entrepreneurs, 
the majority of young entrepreneurs requested debt 
financing from chartered banks (64 percent versus 

66 percent for older SME owners), followed by 
credit unions or caisses populaires (21 percent versus 
20 percent). Of those youth that did not apply for 
financing in 2000, most (89 percent) reported it was 
because their business did not need it. Seven percent 
of youth avoided applying for financing because they 
thought their application would be rejected by their 
financial provider, a concern shared by only 4 percent 
of older entrepreneurs. 


Credit Conditions for Young Entrepreneurs 
in 2000 


¢ The most requested forms of debt were new lines of credit 
(35%) and term loans (31%). 


* Youth, on average, requested new lines of credit for 
$30 000 and were authorized for $28 000 ($118 000 
requested and $112 000 authorized for older 
entrepreneurs). 


* For term loans, the average request was for $88 000 with 
$82 000 authorized ($129 000 requested and $129 000 
authorized for older entrepreneurs). 


* 30% of young entrepreneurs requesting financing were 
required to pledge personal assets as security (40% for 
older entrepreneurs). 


* 37% of young entrepreneurs were required to pledge 
business assets (42% for older entrepreneurs). 


* Business financial statements, formal applications and 
personal financial statements were the most common 
documents requested by the credit supplier 


Source: Statistics Canada, Survey on Financing of Small and Medium 
Enterprises, 2000. 


Capita STRUCTURE 


Figures 10 and 11 list the top ten sources of financing 
used by young entrepreneurs compared with older 
business owners during start-up and during established 
operation in 2000. 


Not unlike business owners of other age groups, young 
entrepreneurs primarily finance the cost of starting up 
their business through their own personal savings, as 
well as other informal methods such as their personal 
credit instruments and “love money” from friends 
and relatives. However, SMEs owned by youth also 
report using formal sources of commercial credit 

to a greater extent than older entrepreneurs. During 
business start-up, 32 percent of young entrepreneurs 
used commercial loans or lines of credit compared 
with 22 percent of older entrepreneurs. Although this 
is consistent with the higher than average financing 
request rates seen among youth-owned SMEs in 
Figure 9, it conflicts with past anecdotal evidence 
claiming that younger entrepreneurs were unable 

to access formal financing instruments during early 
stages of business development. 


Young entrepreneurs also make slightly higher use 
of government programs than older business owners. 
Seven percent of start-up youth-owned SMEs 

(see Figure 10) and 11 percent of established youth- 
owned SMEs (see Figure 11) used government 
programs as a source of capital. 


As businesses mature, ongoing capital requirements 
become financed increasingly through formal 
financing instruments obtained from financial 
institutions (e.g. commercial credit, trade credit from 
suppliers, leasing, etc.). This is illustrated in Figure 11 
for both youth-owned SMEs and businesses owned by 
older entrepreneurs. However, younger entrepreneurs 
also continue to use informal financing sources 
beyond the start-up stage to a far greater extent than 
older entrepreneurs. Nearly half (44 percent) of young 
entrepreneurs report using personal savings to finance 
ongoing operations compared with 34 percent of 
older entrepreneurs, and there is similarly high usage 
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Figure 10 
Top Ten Sources of Financing Used During Start-up* 


Commercial loans and lines of credit 
Commercial credit cards 
Government loans and grants 

Trade credit from suppliers 

Leasing 

Personal savings of owner(s) 
Personal line of credit of owner(s) 
Personal credit card of owner(s) 
Personal loan of owner(s) 


Loans from friends and relatives of owner(s) 


0% 10% 20% 30% 40% 50% 60% 70% 


ae Owner age 25 to 34 et 4 Owner age 45 to 64 


* Reported by SMEs operating in 2000, in relation to their financing experiences in starting up their business at any time between 1996 and 2000. 


Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2000. 


Figure 11 
Top Ten Sources of Financing in 2000* 


Commercial loans and lines of credit 
Commercial credit cards 

Government loans and grants 

Trade credit from suppliers 

Leasing 

Personal savings of owner(s) 

Personal line of credit of owner(s) 

Personal credit card of owner(s) 

Personal loan of owner(s) 

Loans from friends and relatives of owner(s) 


0% 10% 30% 40% 


ul eoal Owner age 25 to 34 ane Owner age 45 to 64 


* Includes any source used, regardless of whether it was authorized or obtained in a previous year. 


Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2000. 
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of the owner’s credit instruments and love money 
among youth-owned SMEs. Elevated overall usage 
of informal financing instruments is consistent with 
financing data collected on newer firms, particularly 
those experiencing higher growth (Industry Canada, 
2003). The extent to which high usage of informal 
sources is also reflective of youth being unable 

to access formal credit instruments is unclear and 
requires additional research. 


Dest STRUCTURE 


Young entrepreneurs owed a combined total of 
$25 billion in debt in 2000. The distribution of 
debt by source is shown in Figure 12. Consistent 
with entrepreneurs of other age groups, the largest 
single source of debt for young entrepreneurs is 


chartered banks, with a 26-percent share of youth debt, 


followed by trade credit owing to suppliers, with a 
25-percent share. 


Figure 12 
Allocation of Debt by Source, 2000 


SMEs Owned 
Youth-Owned by Older 
SMEs Entrepreneurs 
Type of Supplier % 


Chartered Banks 
Credit Unions/ 
Caisses populaires 


Trade Credit 
from Sects 


Total Debt a 


Source: Statistics Canada, Survey on Financing of Small and Medium 
Enterprises, 2000. 


Loans from Individuals EINE 


Two notable differences for young entrepreneurs are 
the higher than average proportions of debt owed to 
private individuals (accounting for 21 percent of youth 
debt) and government financing programs (accounting 
for 8 percent). Of the debt owed in the form of 
individual loans 


* 65 percent was owed to other business owners; 
* 25 percent was owed to relatives; 
* 6 percent was owed to friends; and 


* 14 percent was owed to other individuals. 


Risk CAPITAL 


Risk capital, which encompasses forms of early- 

stage equity financing such as angel investment and 
formal venture capital, can be an important source of 
financing, particularly for technology-driven or high- 
growth potential firms. Risk capital can offer these 
firms the substantial amounts of capital necessary for 
their expansion, but the owner must be willing to hand 
over a share of the business in return. 


Few young entrepreneurs, as with other age groups, 
seek equity financing. In 2000, only 3 percent of 
SMEs owned by youth applied for equity financing, 
of which 80 percent acquired it. However, young 
entrepreneurs are more willing to share equity in 
their firm to obtain capital in order to grow, expand 
or refinance. Of young entrepreneurs currently in a 
majority position within the business, 49 percent say 
they are willing to share more equity to raise capital 
compared with 31 percent of older entrepreneurs. 
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SUMMARY AND DISCUSSION 


Canada’s population of young entrepreneurs will 
become increasingly important over the coming 
decade as the large baby-boom generation enters 
retirement. Young entrepreneurs are located 
throughout Canada and operate in all sectors of the 
economy, with somewhat higher concentrations in the 
knowledge-based sectors. 


A significant obstacle perceived by young 
entrepreneurs is access to sufficient levels of 
financing for their businesses, although few empirical 
studies have examined financing barriers faced by 
youth-owned SMEs (Heidrick and Nicol, 2002). SME 
Financing Data Initiative research points to a few 
factors that may complicate access to financing for 
younger entrepreneurs: 


* their firms appear riskier because they are newer 
(i.e. have less credit history), more concentrated 
in knowledge-based industries (which often have 
fewer tangible assets to pledge as collateral), and 
often higher growth (which has been associated 
with higher financial risk); 


* their firms are small and less established in their 
sector of operation; 

* although financially viable, their firms do not 
perform as well as businesses owned by older 
entrepreneurs; and 


* they have fewer years of management experience. 


Ironically, many of these factors also increase the 
capital needs of youth-owned SMEs. As newer, 
fast-growing businesses, youth-owned SMEs have 
significantly higher request rates for all forms of 
financing. At the same time, young entrepreneurs 
are slightly more likely to have their application 
refused by a financial institution. Perhaps as a result, 
youth-owned SMEs finance their operations through 
informal financing methods more often than firms 
owned by older entrepreneurs. Additional research 
is needed to understand the extent to which lack of 
a career or credit history, underdeveloped business 
networks, lower asset holdings to use for collateral, 
or large student debt loans are also contributing to 
financing difficulties for young entrepreneurs. 
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SME FINANCING DATA INITIATIVE 


Small Business Financing Profiles is an ongoing 
series of articles on specific segments of the 
marketplace and a component of Industry Canada’s 
reporting efforts on SME financing. Other 

profile articles have examined Canada’s women 
entrepreneurs and visible minority entrepreneurs. 


Consistent with recommendations in 1999 from the 
Task Force on the Future of the Canadian Financial 
Services Sector, the SME Financing Data Initiative 

is a comprehensive data collection program on SME 
financing in Canada. In partnership with Statistics 
Canada and Finance Canada, Industry Canada reports 
on the supply of, and demand for, small and medium- 
sized business financing to provide a complete picture 
of SME financing. 


As part of the initiative, Statistics Canada administers 
a series of national surveys on small and medium- 
sized enterprises (Survey on Financing of Small and 
Medium Enterprises) and financial providers (Survey 
of Suppliers of Business Financing). Industry Canada 
supplements these surveys with additional research 
into niche areas of SME financing. 
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SME Financing Data Initiative 
High-Growth SMEs 


Small businesses are key to economic growth. Recent studies 

by Industry Canada (Parsley and Dreessen, 2004) and other 
organizations have identified a small group of small and medium- 
sized enterprises (SMEs) that contributed disproportionately to 
the growth in Canadian employment. These high performers, 
often referred to as high-growth small and medium-sized 
enterprises (HGSMEs), were responsible for creating nearly 1 
million net jobs out of a total of nearly 1.8 million net jobs in 
Canada between 1985 and 1999. 


Other recent research (Fischer and Reuber, 2002) indicates 
that HGSMEs have great profit potential, but also potentially 
represent great financial risks. If HGSMEs are to continue as a 
principal engine of growth, it is important from a public policy 
perspective to understand the challenges and barriers they face 
in maintaining their growth. Using the most comprehensive 
database on small business financing, this profile on HGSMEs 
presents key characteristics, financing patterns and potential 
financial barriers for these high-performing firms. 


Summary of Key Findings 


¢ In 2001, 17 percent of all Canadian SMEs were considered 
HGSMEs; between 1985 and 1999, HGSMEs created roughly 
one out of two net jobs in Canada. 


In 2001, HGSMEs were 


* located in every region of the country, with a slightly 
higher concentration in Ontario (38 percent) and Quebec 
(24 percent), 


* found in all sectors of the Canadian economy, but were 
more concentrated in the manufacturing sector, professional 
services and knowledge-based industries; and 


¢ more likely to invest in research and development (R&D) 
than other SMEs (34 percent of HGSMEs invested in R&D 
activities compared with 25 percent for other SMEs). 

* HGSMEs were more likely to request debt financing 


(21 percent versus 17 percent) and leasing (11 percent 
versus 6 percent) than other SMEs. 
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* In 2000, HGSMEs were more likely to use risk capital from 
angel investors or venture capitalists. They were nearly 
three times more likely to be financed by angel investors and 
over 22 times more likely to be financed by venture capitalists 
than other SMEs. | 


* After commercial loans and lines of credit (48 percent usage), 
HGSMEs were more likely to use trade credit from suppliers 
(45 percent) and the owner's personal credit (38 percent), 
compared with other SMEs (49 percent, 38 percent and 


33 percent, respectively). 


Definitions 


Small and medium-sized enterprises (SMEs) are 
defined as commercial (for-profit) firms with fewer 
than 500 employees and less than $50 million in annual 
revenues. Excluded are non-profit or government 
organizations, schools, hospitals, subsidiaries, co- 
operatives, and finance and leasing companies. 


High-Growth SMEs (HGSMEs) are commercial 
firms with a cumulative sales increase of more than 

50 percent over three years. High growth may also be 
defined by job creation or other financial variables; 
however, there appears to be no consensus among 
researchers on a standard definition of high growth 

and the adherence to a specific definition is mainly 
determined based upon the data available and the 
objectives pursued. In the following analysis, HGSMEs 
are compared with the profile and financing of all Other 
SMEs that did not have cumulative sales growth of 
more than 50 percent over three years. 


Smact NumsBer sut Larce Economic 
CONTRIBUTION 


In 2001, 17 percent of all Canadian SMEs (over 

305 000 firms) were considered high growth, up 
from 12 percent in 2000. An earlier Industry Canada 
study (Parsley and Dreessen, 2004) found that 
hyper- and strong-growth firms! (7 percent of all 
firms) were responsible for nearly 1 million of the 
nearly 1.8 million net jobs created between 1985 and 
1999. While accounting for a small proportion of 
the SME population, HGSMEs make a considerable 
contribution to the Canadian economy. 


2001 Profile of High-Growth SMEs 


¢ 34 percent invested in R&D activities (compared 
with 25 percent for other SMEs) 


¢ 12 percent exported their products and services 
outside Canada (similar to other SMEs), down from 
18 percent in 2000 


* 91 percent exported products to the United States, 
14 percent to Europe and 12 percent to Asia 


¢ 37 percent are majority female-owned or half 
female-owned and 63 percent are majority male- 
owned (compared with 35 percent and 65 percent, 
respectively, for other SMEs) 


¢ 78 percent have more than 10 years of management 
experience in their business’ industry (compared with 
84 percent for other SMEs) 

* 59 percent of owners have a post-secondary 
education (similar to other SMEs) 


* 81 percent of owners built their business themselves 


(compared with 70 percent for other SMEs) 


Source: Statistics Canada, Survey on Financing of Small and 
Medium Enterprises, 2001. 


LocaTepD IN Every REGION OF THE COUNTRY 


The regional distribution of HGSMEs reflects the 
regional economic structure of Canada. Although 
HGSMEs were located in every region of the country 
(see Figure 1), they were more concentrated in Ontario 
and Quebec. The combined share of HGSMEs in 
these provinces (62 percent) was slightly higher than 
other SMEs’ share (57 percent). An earlier report 
(Industry Canada, 2003) indicated that HGSMEs 
were more likely to be found in the manufacturing 
sector and knowledge-based industries than in other 
sectors of the economy in 2000. The concentration of 
manufacturing firms (67 percent of all manufacturing 
SMEs in Canada) and knowledge-based industries 
(65 percent of all knowledge-based SMEs in Canada) 
in Ontario and Quebec could help explain the higher 
concentration of HGSMEs in central Canada. 


Figure 1 
Regional Distribution of HGSMEs in 2001 


ans 
~. 


SS OQ... ie 


~S 
f 
! 


i \ 
iC) 16%*/6%** 


{ 
/ i 


7% */10%** 


j fl 


i 
ol 
i 

i 

j 


** Other SMEs 


British Columbia/Yukon 
Alberta/Northwest Territories 
Manitoba/Saskatchewan/Nunavut 
Ontario 

Quebec 


Atlantic Provinces 


Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2001. 


‘ Although the Growth Firms Project: Key Findings study measured firms’ growth based on employment growth, SME FDI uses sales 
growth as the determining factor. This difference in growth criteria may lead to some conceptual differences in the findings of both 


studies. 
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PreSENT IN ALL SEcToRS BUT CONCENTRATED 
IN MANUFACTURING AND KNowWLEDGE-BaseEpD 
INDUSTRIES 


HGSMEs were found in every sector of the Canadian 
economy in 2001. As seen in Figure 2, however, 
HGSMEs tended to be somewhat more concentrated in 
manufacturing, professional services and knowledge- 
based industries, accounting for 24 percent of firms 
in both manufacturing and professional services and 
19 percent of all knowledge-based firms. This may, 
in part, explain the higher expenditures in R&D 
among HGSMEs, as these three sectors have the 
highest percentage of SMEs engaged in R&D. In 
2001, 43 percent of manufacturing firms, 37 percent 
of professional service firms and 47 percent of 
knowledge-based businesses invested in R&D. 


Figure 2 
Proportion of High-Growth SMEs by Industry Sector in 2001 
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Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2001. 


REPRESENTED IN ALL Business SIZE 
SEGMENTS 


Although HGSMEs were represented in businesses 

of all sizes (defined by number of employees) (see 
Figure 3), the majority (74 percent) had fewer than 
five employees in 2001. This finding is similar to the 
finding for other SMEs (80 percent of which had fewer 
than five employees). 


Figure 3 
Distribution of Firms by Business Size in 2001 
50% 
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Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2001 
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Firms with more than five employees represented a 
higher proportion (26 percent) of HGSMEs compared | 
with other SMEs (20 percent) in 2001. It might be 
assumed that these HGSMEs have higher revenues, 
assets and profits and a more extensive track record 

as larger firms tend to produce more in absolute terms 
and tend to be in operation for a longer period of time 
than smaller firms. However, this assumption is not 
supported by the data, which show the age distribution 
for HGSMEs was the same as for other SMEs in 2001 
(78 percent having been in operation for more than 
five years). However, the combination of these factors 
(higher revenues, assets and profits) may mitigate 
lenders’ perceptions of risk: as will be seen below, 
HGSMEs appear to have no more difficulty accessing 
financing than other SMEs. 


PROPENSITY TO Export UNDERESTIMATED 
Because CONTRIBUTION TO THE GLOBAL 
Suppty CuHain is UNKNOWN 


Although a recent study (Industry Canada, 2005) 

on small business goods exporters’ established that 
fewer than 2 percent of SMEs exported their goods in 
2000, the Survey on Financing of Small and Medium 


? This estimate, produced from the Statistics Canada Exporter Registry, covers only small business goods exporters, whereas the 
Survey on Financing of Small and Medium Enterprises, 2000, 2001 covers all sectors (services and goods). 
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Enterprises found that 18 percent of HGSMEs in all 
sectors (products and services) exported, compared 
with 9 percent for other SMEs during that year. The 
higher propensity of HGSMEs to focus on external 
markets may actually be underestimated because 
the survey did not test the extent to which these 
firms are integrated into larger firms’ supply chains 
(e.g. Bombardier and its suppliers or the automobile 
industry and its suppliers) that would then export 
worldwide. Additional research is required to fully 
understand the contribution of HGSMEs to the export 
market through larger firms’ supply chains. 


HIGHER PROPENSITY TO INVEST IN RESEARCH 
AND DEVELOPMENT ACTIVITIES 


Although more HGSMEs (34 percent) invested in 
research and development (R&D) activities in 2001 
than other SMEs (25 percent), only a small proportion 
of them (2 percent in 2001 and 6 percent in 2000) 
were considered innovative firms,*? which was similar 
to the finding for other SMEs (2 percent in 2001). _ 


STRONGER FINANCIAL PERFORMANCE 


Table 1 presents key financial amounts for the average 
HGSME in 2000, compared with averages for other 
SMEs. In 2000, HGSMEs demonstrated stronger 
financial performance than other SMEs in terms of 
size and profitability. 


In 2000, the average HGSME was better positioned 
financially, with 18 percent greater assets than other 
SMEs, 72 percent greater revenues, 45 percent greater 
profits and 11 percent greater equity holdings. 


Examining common profitability measures, HGSMEs 
again outperform other SMEs: 


* Slightly higher rate of return on assets (13 percent 
versus 10 percent among other SMEs); 


¢ Higher rate of return on equity (33 percent versus 
24 percent); and 
¢ Similar profit margins (8 percent versus 9 percent). 


In terms of liquidity and debt management, the 
average HGSME had a similar debt-to-equity ratio 

as other SMEs (1.5 for HGSMEs and 1.4 for other 
SMEs). In the short term, HGSMEs have the same 
level of liquidity as other firms, with a ratio of current 
assets to short-term debt of 1.5.° 


Table 1 
Financial Statement Figures in 2000* 


High-Growth 
SMEs Other SMEs 
(average $) 


Sales 933 000 535 000 


961 000 
Net Profit (loss) Before Tax 74 000 


Revenues 


| 582 000 


197 000 
Liabilities 156 000 
353 000 285 000 


* Figures may not add up exactly due to rounding and the absence of 
some income statement or balance sheet data. 

Source: Statistics Canada, Survey on Financing of Small and Medium 
Enterprises, 2000. 


* Innovative firms are firms that invest more than 20 percent of their total investment expenditures in R&D. 


* The rate of return on assets measures a firm’s performance in using assets to generate earnings independent of the financing 
of those assets, whereas the rate of return on equity measures a firm’s performance in using assets to generate earnings but also 
considers the financing of those assets using the DuPont method of calculation (Gaber, Davidson, Stickney and Weil. Financial 


Accounting, Dryden). 


° Current ratio is a measure of a company’s current assets to its short-term debt. A current ratio of 1.0 means that a company could 
survive for one year, even if it made no sales. Overall, the higher the ratio, the more liquid the company is. 
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FINANCING ACTIVITY 


More Lixety To Make a REQUEST FOR 
FINANCING 


As Table 2 illustrates, HGSMEs were more likely to 
make a request for debt financing than other SMEs. 
Chartered banks played a central role in the financing 
of HGSMEs, receiving 67 percent of requests for debt 
financing compared with 23 percent received by credit 
unions and caisses populaires. With only 10 percent 
of the requests for debt financing, Crown corporations 
and other institutions played marginal roles in 
financing HGSMEs. 


HGSMEs, like most other SMEs, did not shop 
around to obtain financing in 2001; eight times out 
of ten, HGSMEs approached their regular financial 
institutions when they sought debt financing. 


More Likety to Request LEASING 


HGSMEs appeared to be more inclined to request 
leasing than other SMEs. Close to 11 percent of 
HGSMEs requested some form of leasing agreement 
in 2001, compared with only 6 percent of other SMEs. 
Despite this difference, HGSMEs saw lower levels 

of approval in 2001, with 90 percent and 96 percent 
approval rates for HGSMEs and all other SMEs 
respectively. 


More Likety to Request Equity FINANCING 


Although HGSMEs have great profit potential, 

they also potentially represent great financial risks 
(Brigham et al.,1991). High sales growth imposes 
financial pressures on HGSMEs by creating the need 
for new employees, space, marketing, distribution 
and production equipment. HGSMEs are usually 

too small to become publicly traded companies, and 
they require major inflows of risk capital to sustain 
growth. HGSMEs can use debt financing or equity to 
finance the acquisition of new assets, but they must 
maintain a reasonable balance between these two 
financing instruments. In 2001, only one percent of 
HGSMEs requested equity financing, similar to that 
of all other SMEs. However, earlier studies (Industry 
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Canada, 2002b, 2003) found that HGSMEs were 
nearly three times more likely to be financed by angel 
investors and over 22 times more likely to be financed 
by venture capitalists than other SMEs. They also 
demonstrated that HGSMEs used debt and equity 
financing more than other SMEs. 


HGSMEs Financing Activity 


* HGSMEs use a broad range of financing instruments 
and are more likely than other SMEs to use external 
financing. 


* In 2001, 21 percent of HGSMEs requested debt 
financing compared with 17 percent of other SMEs 
and were nearly as likely to be approved (80 percent 
of HGSMEs were approved compared with 


83 percent of other SMEs). 


* HGSMEs had higher use of alternative external 
financing, such as trade credit (45 percent) and 
leasing (20 percent), than other SMEs. 


¢ Internal resources, such as owners’ personal savings 
(for 36 percent of HGSMEs) and retained earnings 
(for 34 percent of HGSMEs), played a more 
important role for these firms than for other SMEs. 


Table 2 
Financing Request and Approval Rates in 2001 


Type of Financing | Rate 
Request 


Debt Financing 
Approval | 80 
vaancing Request | 
Lease Financing 
Approval | ___90 
CF neuen ee 
uity Financing 
: Approval® — 


Government 


* Data are less statistically reliable due to lower frequency of response. 


Source: Statistics Canada, Survey on Financing of Small and Medium 
Enterprises, 2001. 


CAPITAL STRUCTURE 


More Lixety to Accept Equity FINANCING 


In 2001, 60 percent of HGSMEs were incorporated, 
33 percent were sole proprietors and the remaining 

7 percent were limited partnerships. The legal status 
of HGSMEs may have implications for the use of 
external equity financing by HGSMEs. As seen 

in Table 3, there are some striking differences in 

the owners’ equity structure between incorporated 
HGSMEs and other incorporated SMEs. In 2000, 
external investors played an important role in 
financing incorporated HGSMEs, accounting for 

38 percent of HGSMEs’ capital compared with 

11 percent for other incorporated SMEs. While 
informal investors (friends, relatives and employees) 
represented a small proportion (4 percent) of equity 
financing of incorporated HGSMEs, venture capitalists 
and other external investors supplied 34 percent of 
the total equity of incorporated HGSMEs (compared 
with 10 percent for other incorporated SMEs). This 
suggests that these firms are more “venture-capital 
(VC) investor-ready” than other incorporated SMEs. 
A report from Industry Canada (2002a) identified 
six characteristics of venture-capital-financed firms: 
high-growth orientation, high rates of return on equity, 
strong management teams, high R&D spending, 
international orientation and flexible ownership 
structures. As discussed earlier, HGSMEs have 
demonstrated most of these characteristics. 


It appears that, unlike incorporated HGSMEs, limited 
partnerships and sole proprietorships, which account 
for half of high-growth firms, are unlikely to attract 
a large amount of external risk capital. Because 

sole proprietorships cannot by nature issue shares, 
they cannot share ownership with outside investors; 
likewise, the ownership restrictions on typical 
partnerships are not attractive to outside investors. 
The implications for the growth potential of nearly 
half of the firms that have consistently accounted 

for disproportionate job creation, innovation, R&D 
expenditures and exports are unclear. However, 
without outside risk capital, these firms may stop 
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growing or be vulnerable to loss of market share. 
More research is needed to determine the impact of 
ownership structure on the future growth of such firms. 


Retained earnings and owners’ equity play different 
roles in the equity structure of HGSMEs compared 
with other SMEs (see Table 1). For example, retained 
earnings (52 percent) played a central role, along with 
owners’ equity (48 percent), in the equity structure of 
HGSMEs. In contrast, other SMEs use more owners’ 
equity (61 percent) than retained earnings (38 percent) 
in financing their business through equity. Higher 
retained earnings by HGSMEs may be related to the 
higher profitability of these firms. 

Table 3 


Distribution of Owners’ Equity Among Privately Owned 
SME Corporations in 2000 


Other SMEs 


Investors 


hele 
Internal investors — 


Employees of the 
business 


Total 


Source: Statistics Canada, Survey on Financing of Small and Medium 
Enterprises, 2000. 


SOURCES OF FINANCING 


HGSMEs Use a Broap RANGE OF 
FINANCING INSTRUMENTS AND ARE More 
Likecy To Use ExTERNAL FINANCING 


The use of different financial instruments within a 
firm’s capital structure and the distribution of the 
firm’s equity tend to reflect its financing strategy 
for growth and expansion. As Figure 4 shows, both 
HGSMEs and other SMEs used a broad range of 
financing instruments in 2000. 
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Figure 4 
Top Sources of Financing Used by High-Growth SMEs* (2000) 


Commercial loans and lines of credit 
Commercial credit cards 
Government loans and grants 

Trade credit from suppliers 

Leasing 

Personal savings of owner(s) 
Personal line of credit of owner(s) 
Personal credit card of owner(s) 
Personal loan of owner(s) 

Loans from friends and relatives of owner(s) 
Loans from other individuals 

Other sources 


20% 30% 40% 


MO vich-Growthsmes I other SMEs 


* Includes any source used, regardless of whether it was authorized or obtained in a previous year. 
Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2000. 


More Likety to Use Trape CrepIT AND more than 10 days. The reasons for differences in 

LEASING waiting periods are unclear at this time. 

After commercial loans and lines of credit, HGSMEs ¢ Collateral requirements: The majority of 

were more inclined to use trade credit and leasing to HGSMEs that sought debt financing did not need to 

finance their activities than other SMEs, as shown provide personal (77 percent) or business collateral 

in Figure 4. In addition, internal resources such as (62 percent) to guarantee their financing. 

personal credit cards (38 percent versus 33 percent) ¢ Documentation requirements: Seventy-six 

and owners’ personal savings (36 percent versus percent of HGSMESs that sought debt financing 

34 percent) played a more important role for HGSMEs were asked by their financial institutions to provide 

than for other SMEs in 2000. HGSMEs’ greater documentation to support their requests; 88 percent 

capacity to rely on internal sources of financing could of them had to provide business financial 

be explained by their higher profitability (see Table 1). statements. However, few HGSMEs were asked for 

Simicar Crepit Conpitions For HGSMEs business plans (7 Baten counties with 20 percent 

AS FOR OTHER SMEs 1n 2001 for other SMEs). This significant YIVEHET SS may be 
attributable to the fact that there are a significantly 

ee eee oo malancine had lo mect higher number of established firms in the HGSME 


conditions from financial institutions comparable to 


group (start-up firms are usually asked for 
those for other SMEs. 


business plans). 
¢ Financial institution response time: It took 
less than five days for the majority of HGSMEs 
(55 percent) to get an answer from their financial 
institutions regarding a request for debt financing. 
However, a significant portion of HGSMEs 
(38 percent) faced much longer delays, waiting 
nn nea hiee eee te Pee 
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SUMMARY AND DISCUSSION 


HGSMEs were identified as key contributors to job 
creation in Canada, despite accounting for a small 
proportion of the SME population. Slightly more 
concentrated in central Canada and in manufacturing, 
service and knowledge-based industries, HGSMEs 
were located in all regions of the country and all 
sectors of the Canadian economy. In 2001, these firms 
had a higher propensity to invest in research and 
development activities compared with other SMEs. 
Finally, HGSMEs had higher levels of assets, revenues 
and equity, and were more profitable than other SMEs. 
HGSMEs were similar to other SMEs in terms of 
liquidity and debt service capacity. 


Although HGSMEs have great profit potential, they 
also potentially represent great risks. This analysis 
has shown that lenders’ perception of risk may be 
mitigated by other factors, such as higher levels of 
revenues, assets and profits, because HGSMEs appear 
better able to access financing than other SMEs. The 
financial analysis of HGSMEs also revealed that they 
used a broad range of instruments to finance their 
activities and tended to be larger than other SMEs. 
HGSMEs used commercial credit, trade credit and 
owners’ personal financial resources (personal savings 
and personal credit) to support operations more than 
other SMEs. However, like other SMEs, HGSMEs 
identified chartered banks as their main provider of 
debt financing; the terms and conditions attached to 
the financing were similar for both groups. Leasing 
and government financing programs were identified 
as popular complements to debt financing among 
HGSMEs, but equity was not. Personal resources of 
the owners and investors related to the business (actual 
shareholders, partners, friends and family) also played 
an important role in financing HGSMEs. 


Of all HGSMEs that requested debt in 2001 


* 38 percent requested a new term loan, 27 percent 
requested a new line of credit and 10 percent 
requested a mortgage compared with 35 percent, 
31 percent and 16 percent, respectively, for 
other SMEs 


¢ 55 percent received an answer from their financial 
institution in less than five days (compared with 
48 percent for other SMEs) 


* 23 percent were asked to provide personal collateral 
(compared with 41 percent for other SMEs) 


¢ 38 percent had to provide business collateral 
(compared with 43 percent for other SMEs) 


¢ 76 percent had to provide documentation (compared 
with 81 percent for other SMEs) 


* 88 percent had to provide business financial 
statements (compared with 73 percent for 
other SMEs) 


* 30 percent had to provide personal financial 
statements (compared with 27 percent for 
other SMEs) 


¢ 7 percent had to provide a business plan 
(compared with 20 percent for other SMEs). 
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Small Business Financing Profiles is an ongoing series 

of articles on specific segments of the marketplace and a 
component of Industry Canada’s reporting efforts on SME 
financing. Other profile articles have examined Canada’s 
women entrepreneurs, visible minority entrepreneurs and 


young entrepreneurs. 


Consistent with recommendations in 1999 from the Task 
Force on the Future of the Canadian Financial Services 
Sector, the SME Financing Data Initiative is a comprehensive 
data collection program on SME financing in Canada. In 
partnership with Statistics Canada and Finance Canada, 
Industry Canada reports on the supply of, and demand for, 
small and medium-sized business financing to provide a 
complete picture of SME financing. 


As part of the initiative, Statistics Canada administers a series 
of national surveys on small and medium-sized enterprises 
(Survey on Financing of Small and Medium Enterprises) 

and financial providers (Survey of Suppliers of Business 
Financing). Industry Canada supplements these surveys with 
additional research into niche areas of SME financing. 


For further information on the SME Financing Data Initiative 
and access to statistical findings and reports, visit www. 
sme-fdi.gc.ca. For information regarding the methodology of 
the Survey on Financing of Small and Medium Enterprises, 
contact Klaus Kostenbauer at 613-951-0691 with the Small 
Business and Special Survey Division at Statistics Canada or 
visit Statistics Canada’s website at www.statcan.ca 


For further information on this article, contact: 


Christine Carrington 

Small Business Policy Branch 
Industry Canada 

Room 910C, East Tower 

235 Queen Street 

Ottawa ON K1A 0H5 


Tel.: (613) 957-7903 
Fax: (613) 954-5492 


Email: carrington.christine@ic.gc.ca 
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SME Financing Data Initiative 
Informally Financed SMEs 


Highlights in 2004 
... of informally financed SMEs 


* Incidence of informal investment was higher among firms 
in the manufacturing, wholesale/retail and knowledge- 
based sectors. 


* Firms in which business angels invested were more 
likely to have owners under 40 (25 percent) than firms 
financed by family or friends (22 percent) or other firms 
(13 percent). 


* On average, firms that received angel financing reported 
higher revenues (40 percent) and total assets (25 percent) 


than other firms. 
... of the financing of informally 
financed firms 


* 26 percent of angel-financed firms sought external 
capital compared with 19 percent of firms without 
informal financing. 


Angel-financed firms were more likely to have their 
applications for debt approved (85 percent) than firms 
financed by friends and family (70 percent). 


Firms financed by friends and family were more likely to 
draw on all available sources of financing at the business 
start-up stage, whereas firms financed by business angels 
were less likely to cast as broad a net. 


Angel-backed firms tended to be more substantial 
and better capitalized than those financed by friends 
and family. 


This profile looks at small and medium-sized enterprises (SMEs) 
that received financing for risk capital through the informal 
marketplace in Canada. The informal marketplace is composed 
of two types of investors: family or friends, and business angels 
(individuals who invest their personal funds at arm’ length in 


businesses owned and operated by individuals unrelated to them). 


This article examines the differences between these two types of 
investors and the impact of their investments on SMEs. 
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Profiles 


September 2006 


Dr. Allan Riding, University of Ottawa 
Brad Bélanger, Industry Canada 


This work is based on research drawn from the comprehensive 
database of the SME Financing Data Initiative. The project is 
among the first efforts to study the demand side of the informal 


investment market in Canada. 


Findings for this profile were taken from financial statement 
information from more than 800 respondents of the Survey 
on Financing of Small and Medium Enterprises, 2004 in the 
following categories: 

* equity financing from friends and family; 

* equity financing from business angels; 

* current loans from friends and family; 

* current loans from angels; 

* loans from friends and family received during start-up; and 


* loans received from angels during start-up. 


INCIDENCE AND IMPORTANCE OF Risk CAPITAL 
IN CANADA 


Risk capital comes from both the formal market, 
which is essentially venture capital companies 
managing third-party capital, private equity and initial 
public offerings (IPOs) on public markets, and the 
informal market, which comprises business angel 
investments and investments from friends and family. 
Risk capital is increasingly recognized as an important 
source of financing, particularly for SMEs with high 
growth potential that are seeking substantial amounts 
of capital for expansion in return for a share of the 
business. However, risk capital is a financing strategy 
suitable to only a small proportion of SMEs. In 2004, 
just 1.2 percent of all SME owners sought risk capital. 


Among the various sources of risk capital, informal 
investments are the single largest source of external 
equity capital for Canadian SMEs. Among all SMEs 


} 


Definitions 


For the purposes of this analysis, small and medium-sized 
enterprises (SMEs) are defined as firms with fewer than 

| 500 employees and less than $50 million in annual revenues. 
Excluded are non-profit or government organizations, 
schools, hospitals, subsidiaries, co-operatives, and finance 
and leasing companies (SME Financing Data Initiative). 


Informal investors are individuals who invest personal funds 
in businesses owned by someone else. There are two types: 


* “Love money” is personal funds invested by friends 
and family. 


Business angels are typically well-educated, high net- 
worth individuals who invest their personal funds at arm’s 
length in businesses owned and operated by individuals 
unrelated to them. The angels are frequently entrepreneurs 
or former entrepreneurs. They have much to offer to new 
firms, both in financing and in knowledge and experience 
in operating a business. 


Caveat on the data 

The majority of informally financed firms in the sample 
examined in this profile received informal investments before 
they were questioned for the Survey on Financing of Small 
and Medium Enterprises, 2004. Their responses may relate to 
financing that was received before 2004. 


reporting on financing activity that took place in 
2004, 23 percent of requests for equity financing were 
made to friends and family, and 22 percent to private 
angel investors. Only 7 percent of requests for equity 
financing were made to the formal side of the risk 
capital market, venture capital firms. 


Suppiy OF INFORMAL INVESTMENTS AND VENTURE 
CAPITAL IN CANADA 


In 2001, the aggregate flow of investment funding 
from business angels in Canada was at least 

$3.5 billion, averaging approximately $117 000, 
invested in about 30 000 businesses. Friends and 
family members who invested in small firms 
collectively comprised a substantially larger pool 
of investment capital, with an aggregate flow of 
investment capital of more than $5 billion during 
2001 (Riding, 2005). Together these accounted for 
nearly twice the venture capital invested by venture 
capitalists. 


INCIDENCE OF INFORMAL INVESTMENT 


In 2004, business angels played a financing role in 
more than 200 000 SMEs, or about 15 percent of the 
1.36 million SMEs in Canada. By comparison, friends 
and family have been involved financially in more 
than 328 000 Canadian enterprises, almost 25 percent. 


By Industry Sector... 


Figure | shows the incidence of financing by informal 
investors across each sector of industry in 2004. The 
results indicate that business angels are involved 

in firms across all sectors but are most likely to be 
associated with enterprises in the manufacturing, 
wholesale/retail and knowledge-based sectors, 

and least likely to participate in the tourism and 
professional services sectors. Investments from 
friends and family cross all sectors; however, their 
investments are more prevalent in the manufacturing 
and wholesale/retail sectors. Professional services and 
the agricultural and primary sectors are least likely to 
attract investment by friends and family. 


Figure 1 
Percentage of Informally Financed SMEs by Sector 


40 


Percentage of SMEs 


@ Angel-Financed @ Friends and Family 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small 
and Medium Enterprises, 2004. 


SME Financing Data Initiative 


By Region... 


Figure 2 shows the relative frequency of investments 
by friends and family and by business angels across 
each region. The findings illustrate that investments by 
business angels and by friends and family are found 

in all regions; however, business angels are especially 
active in Quebec. This finding may warrant further 
investigation. 


Figure 2 
Percentage of Informally Financed SMEs by Region 


40 


Percentage of SMEs 


Quebec British 


Columbia 


Atlantic Ontario Prairies 


i Angel-Financed Friends and Family 


Note: Information regarding the Territories has been suppressed to meet the 
confidentiality requirements of the Statistics Act and/or for data quality reasons. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small 
and Medium Enterprises, 2004. 


ATTRIBUTES OF INFORMALLY FINANCED SMEs 


SMEs that have received investments from business 
angels differ in several ways from other firms 

(see Figure 3). First, angels are more likely than 
average to invest in SMEs owned by younger people. 
Twenty-five percent of angel-financed firms have 
owners who are under 40 years of age; this compares 
with 22 percent of firms financed by friends and 
family, and only 13 percent of other firms. 


Business angels are also more likely to invest in 
businesses that are majority-owned by women. In 
Canada, during 2004, 17 percent of angel-financed 
firms were majority-owned by women. This compares 
with 14 percent of the firms in the other two categories 


— majority male and male/female partnerships. 
Other research has found that female business owners 
are less likely than male business owners to apply 

for venture capital (Orser, Riding and Manley, in 
preparation). The research has also found they are 
concentrated in service sectors, which this analysis 
shows is less attractive to risk capital investors. 


Finally, firms owned by individuals whose first 
language is French were more likely to receive 
investments from business angels. This is in keeping 


with the previously noted finding that a relatively 
high proportion of angel-financed firms are in Quebec 
(see Figure 2). 


Other business demographic characteristics of SMEs 
financed by angels and by friends and family differ 
very little from each other and from other firms 

(see Figure 3). The propensity of angel-financed firms 
to engage in exporting, at 11 percent, is similar to that 
of firms financed by friends and family (13 percent) 
and to other firms (10 percent). SMEs in these 

three categories are equally likely to invest in R&D 
(approximately 28 percent of firms). 


FINANCIAL PERFORMANCE 


Both angel-financed SMEs and those financed by 
friends and family are larger than other SMEs. On 
average, firms that received angel financing reported 
revenues that are 40 percent greater and total assets 
that are 25 percent greater than other firms. Firms 
financed by friends and family report both revenues 
and total assets averaging 23 percent more than 
other firms. This suggests that informal investment 
has indeed spurred growth for these SMEs. Table 1 
outlines average values of various measures of 
financial performance for each of the three categories 
of SMEs. 


Table 1 also shows that angel-financed SMEs report 
higher levels of financial leverage (use of debt). For 
firms financed by angels, the ratio of total debt to total 
equity is higher (1.54) than firms financed by friends 
and family (1.16) or other firms (1.11). Perhaps this is 
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Figure 3 
Business Demographics by Informal Investment History 


SME founded 2002 and later 
SME founded 1999-2002 
SME founded prior to 1999 
Exporter 


Invests in R&D 


Attributes 


Intends future growth 
Majority-owned by women 
Primary owner is younger than 40 
First language English 


First language French 


0 10 


a SMEs financed by 
angels 
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Percentage 


oF Other SMEs 


friends and family 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


because of the accreditation role that business angels 
can play. The presence of an external partner may 
provide comfort to lenders and allow angel-financed 
enterprises to carry a higher level of debt financing 
than other SMEs. 


FINANCING ACTIVITY 


Access to sufficient levels of capital is a critical 
component for the successful growth and development 
of any business. Business angels and friends and 
family are themselves sources of financial capital; 
however, as illustrated in Table 2, firms financed by 
angels are more likely to apply for most forms of 
external financing (26 percent). In particular, angel- 
financed firms are more likely to seek commercial 
loans, and have their applications approved 

(85 percent), than firms financed by friends and family 


(70 percent). This is apparently consistent with the 
finding noted above that the presence of business 
angels provides a certain amount of credibility to the 
firm with suppliers of capital (Madill, Haines and 
Riding, 2005). This finding may also be consistent 
with the non-financial value that angel investors often 
bring to firms. 


It is also striking to note the relatively low approval 
rates associated with bank loan applications and trade 
credit requests for firms that have received informal 
investment from friends and family. The 70 percent 
loan approval rate is substantially lower than the 
average SME. Conversely, firms financed by friends 
and family are much more likely to have sought 
additional equity financing (3.7 percent application 
rate compared with 0.6 percent of angel-financed 
firms and 0.6 percent frequency for other firms). 
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Table 1 
Financial Statement Figures for 2004 


| Angel-Financed SMEs 


Sales 


Total Revenue 
Current Assets 
Total Assets 
Current Liabilities 
Total Liabilities 
Retained Earnings 
Owner’s Equity 
Total Equity* 


absence of some income statement or balance sheet data. 


| SMEs Financed by Friends and Family 


* Figures give the average values of various measures of financial performance for SMEs. They may not add up exactly due to rounding and the 


| Other SMEs 
$532 150 


$234 412 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


The collective picture of lower loan approval rates and 
higher equity solicitation rates raises the question of 
the extent to which financing by friends and family is 
a response to situations of financial distress. 


Table 2 
Financing Request and Approval Rates for 2004 


SMEs SMEs 
Financed by| Without 
Friends and| Informal 

Financing 


Angel- 
Financed 
SMEs 


Type of Financing 


Sought any Type of 
Financing 


| |Request | ae 7 
Debi | Rate. | 22 20 
Approval 
Rate 85 70 92 


Financing 


Equity 
Financing» 


Note: The estimates associated with the approval rates for equity financing 


are less statistically reliable, and hence not provided, due to the lower 
frequency of responses. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


Suppuiers oF Dest FINANCING 


Most debt financing requests were made to chartered 
banks or credit unions and caisses populaires 
(approximately 90 percent for all groups of SMEs). In 
seeking external debt financing, the three groups held 
different objectives. Firms financed by business angels 
were more likely to be trying to finance fixed assets 
(62 percent) than working capital (44 percent). Firms 
financed by friends and family sought financing for 
fixed assets 38 percent of the time and working capital 
financing in 66 percent of applications. While further 
research will be required, this latter result suggests that 
investments from business angels are more likely to be 
for expansion purposes, and investments from friends 
and family are more likely to address cash shortfalls. 


Firms financed by business angels also received 
debt financing on relatively better terms than other 
businesses (see box below), again suggesting that 
the presence of angels provides substantial benefits 
for access to other forms of financing, in this case to 
commercial loans. 
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CapitaAL STRUCTURE 


SME owners draw upon a variety of financing 
methods. Figures 4 and 5 compare the top 10 sources 
of financing used by firms financed by business angels 
with those financed by friends and family. Figure 4 
shows the distribution of all financing sources reported 
by firms in 2004, regardless of the year the financing 
was authorized or obtained. Figure 5 shows sources of 
capital that firms reported as having been employed at 
start-up. 


Credit Conditions for Angel-Financed Firms 


¢ The most requested forms of debt were term loans 
(38 percent), mortgages (34 percent) and increases in lines 
of credit (19 percent). 


Angel-financed firms, on average, requested term loans 
for $151 000 and were authorized for $152 000 (compared 
with $145 000 requested and $141 000 authorized for the 
other two categories of SMEs). 


For mortgages, $400 000 was requested and $408 000 
was authorized for angel-financed firms (compared with 
$165 000 requested and $188 000 authorized for the other 
two categories of SMEs). 


29 percent of owners of angel-financed firms requesting 
financing were required to pledge personal assets as 
security (compared with more than 36 percent for the other 
two categories of SMEs). 


32 percent of owners of angel-financed firms requesting 
financing were required to pledge business assets 
(compared with at least 44 percent for the other two 
categories of SMEs). 


Angel-financed firms were less likely to be asked to 
support their loan applications with business plans 

(18 percent for angels, 20 percent for firms financed by 
friends and family, 26 percent for other SMEs). 


Angel-financed firms were less likely to be asked to 
support their loan applications with personal financial 
statements (34 percent compared with 42 to 45 percent 
for the other two categories of SMEs) or appraisals 

(9 percent compared with 13 to 31 percent for the other 
two categories of SMEs). 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


The comparison shows that established firms that had 
historically been angel-financed were more likely to 
employ formal sources of capital such as commercial 
loans. Firms financed by friends and family were 
more likely to rate informal sources, such as personal 
credit cards, loans from owners and trade credit, as 
important. This distinction confirms a sense that firms 
financed by friends or family may, financially, be 
stretched more thinly than firms financed by business 
angels. 


Figure 5 illustrates the usage of various forms of 


capital at the start-up stage, prior to the first sale of 


goods or services. At this stage, all businesses are 
primarily financed through owners’ personal savings 
and credit instruments, a common financing behaviour 
for these businesses. Informal investment was also 
important at the start-up stages of businesses, with 

10 percent of firms reporting having received angel 
financing at start-up and 17 percent of firms reporting 
start-up financing from friends and family. 


Figure 5 also indicates that firms financed by 

friends and family are far more likely to draw on 

all available sources, whereas firms financed by 
business angels are less likely to cast so broad a net. 
Perhaps this is because, on average, angels invest 
more capital — typically at the start-up stage — than 
friends and family, so angel-financed firms may not 
need additional financing from other sources. For 
those SMEs that did require additional capital, the 
presence of business angels appears to ease the way to 
commercial lending (see Table 2). 
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Figure 4 
Top 10 Historical Sources of Financing 
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Personal credit cards of owner(s) 
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aoe Angel-Financed ee Friends and Family 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Figure 5 
Top 10 Sources of Financing Used at Start-up 


Commercial loans 
Lines of credit 


Commercial credit cards 


Government lending agencies/grants 


Trade credit owing to suppliers 
Leasing 

Personal savings of business owner(s) 
Personal lines of credit 

Personal credit cards 


Personal loans to business owner(s) 


Percent 


ioe Angel-Financed a Friends and Family 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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SUMMARY AND DISCUSSION 


This profile examined SMEs that are financed by two 
forms of informal investment: business angels, and 
friends or family of the owner(s). SMEs financed by 
these informal investors are, in general, somewhat 
larger than most other SMEs, and they operate in all 
sectors of the economy and in all regions. 


But two different pictures emerge of the firms 
depending on their source of informal investment. 


Firms financed by angels are considerably larger 
(suggesting higher levels of historical growth) than 
other firms, and are more likely to seek — and receive 
— other more formal forms of financing, including 
commercial loans. They also report, on average, higher 
levels of total revenues. Firms financed by business 
angels are apparently more likely to be approved for 
external capital in the form of commercial loans and 
trade credit than other firms, implying that angels 
perform an accreditation role as well as being a 
supplier of capital in their own right — not to mention 
their role as mentors and advisors. 


According to other research, business angels are 
associated with successful entrepreneurial firms that 
achieve relatively high rates of return (Riding, 2005). 


Firms financed by friends and family are less likely to 
have loan applications approved and are more likely 
to resort to personal loans than to commercial loans 
to finance their firms. Commercial lenders also seek 
more personal and business collateral in support of 
the loans, as well as more documentation in support 
of loan applications, from firms financed by friends or 
family versus those financed by business angels. From 
other research, friends and family are known to lose 
their investments comparatively often and make high 
rates of return relatively rarely (Riding, 2005). 
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Small Business Financing Profiles is an ongoing series 

of articles on specific segments of the marketplace and a 
component of Industry Canada’s reporting efforts on SME 
financing. 


Consistent with recommendations in 1999 from the 

Task Force on the Future of the Canadian Financial 
Services Sector, the SME Financing Data Initiative is a 
comprehensive data collection program on SME financing 
in Canada. In partnership with Statistics Canada and 
Finance Canada, Industry Canada reports on the supply 
of, and demand for, small and medium-sized business 
financing to provide a complete picture of SME financing. 


As part of the initiative, Statistics Canada administers 

a series of national surveys on small and medium-sized 
enterprises (Survey on Financing of Small and Medium 
Enterprises) and financial providers (Survey of Suppliers 
of Business Financing). Industry Canada supplements 
these surveys with additional research into niche areas of 
SME financing. 


For further information on the SME Financing Data 
Initiative and access to statistical findings and reports, 
visit www.sme-fdi.gce.ca. For information regarding the 
methodology of the Survey on Financing of Small and 
Medium Enterprises, contact Klaus Kostenbauer at 
613-951-0691 with the Small Business and Special Survey 
Division at Statistics Canada or visit Statistics Canada’s 


website at www.statcan.ca. 


For further information on this article, contact: 


Brad Bélanger 

Small Business Policy Branch 
Industry Canada 

Room 906C, East Tower 

235 Queen Street 

Ottawa ON K1A 0H5 


Tel.: 613-946-7287 
Fax: 613-954-5492 
Email: belanger.brad@ic.gc.ca 
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SME Financing Data Initiative 
Exporter SMEs 


Highlights in 2004 
... of the profile of exporters 


* 8 percent of SMEs exported goods or services in 2004, 
reporting over $44 billion in exports. 


¢ Export propensity (percent of firms engaged in 
exporting) is higher among larger SMEs and those in the 
manufacturing or knowledge-based sectors. 


¢ Export intensity (percent of sales derived from exports) 
is similar among all SME sizes, but higher within service 
sectors. 


* Growth firms — 65 percent of growth-oriented SME 
owners engaged in export, compared with only 37 percent 
of other SME owners. 


* Born global — 8 percent of start-up businesses (firms 
operating less than two years) engaged in exporting. 


... of the financing of exporters 


¢ High capital needs — 36 percent of SME exporters 
sought financing in 2004, compared with only 23 percent 
of other SMEs. 


¢ Financing obstacles — 76 percent of exporters were 
approved for financing in 2004, compared with 82 percent 
of other SMEs. 


¢ Risk capital — exporters were three times more likely to 
apply for equity financing. 


¢ Satisfaction — exporters were less satisfied with the 
accessibility, business understanding, relationship and 
overall quality of service of their financial provider. 


Small and medium-sized enterprises (SMEs) comprise the 
majority of Canadian firms that sell goods and services abroad. 
Because their exports are linked to increased productivity, job 
creation and economic growth (Baldwin and Gu, 2003, Lefebvre 
and Lefebvre, 2000), these SME exporters merit closer study. 
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This article presents a profile of Canadian SMEs that exported in 
2004, using the comprehensive database of the SME Financing 
Data Initiative and two measures: “export propensity,” the 
percentage of firms that export, and “export intensity,” the 
percentage of total sales these firms derived from exports. 


The profile examines the distinguishing features of SME 
exporters and their financing needs, and provides insight into 
the differences between exporters in the manufacturing and 
service sectors. It also challenges some assumptions about how 


Canadian businesses expand. 


IMPORTANCE OF EXPORTS TO THE 
CANADIAN ECONOMY 


In 2004, exports of goods and services accounted 

for over 40 percent of the Canadian Gross Domestic 
Product (Statistics Canada, 2004). Between 1993 and 
2002, the total value of goods exported from Canada 
more than doubled (Industry Canada, February 
2006). Export-oriented firms account for one in three 
Canadian jobs (Export Development Canada, 2005). 
SMEs make a significant contribution to this export 
market, accounting for 97 percent of exporter firms. 


Export Activity oF CANADIAN SMEs 


The decision to export can be motivated by many 
factors, including the intention to increase firm 
revenue; extend seasonal sales; offset limited or 
declining Canadian markets; diversify risk across 
several markets; increase operational economies 

of scale; and capitalize on perceived competitive 
advantages, organizational skills and resources. In 
2004, 8 percent of Canadian SMEs exported goods or 


sat 
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services — down 3 percent from 2000.' While it is not 
clear why proportionately fewer businesses reported 
having export sales, exporters in the smallest size 
classes accounted for most of the decline.* Canadian 
exporters reported a third of their sales were generated 
from exports in 2004. 


Definitions 


There are four categories of international trade: goods 

or services that cross the Canadian border, including 
transportation and travel; customers, such as tourists, who 
cross the border into Canada; Canadian firms that establish 
a commercial presence abroad; and revenue generated when 
Canadian personnel do business abroad. 


For the purposes of this profile, small and medium-sized 

| enterprise (SME) exporters are defined as businesses with 
fewer than 500 employees and less than $50 million in annual 
revenues that sold goods or services outside Canada during 
2004. This definition of an SME excludes non-profit and 
government organizations, schools, hospitals, subsidiaries, 

| co-operatives, and financing and leasing companies. 


Export propensity is defined as the proportion of businesses 
reporting sales of goods or services outside Canada. 


Export intensity is defined as the ratio of revenue from 
| exports to total sales revenue. 


Market Proximity A Factor ror Exporter SMEs 


Among all Canadian regions, SMEs located in British 
Columbia and the Atlantic provinces were most likely 
to export in 2004. As Figure | illustrates, 10 percent of 
SMEs in British Columbia and 9 percent of businesses 
in the Atlantic provinces operated in the international 
market. This may reflect the flow of Canadian goods 
and services through these coastal provinces for export 
to the Pacific Rim or Europe (Schrier, 2001). 


Canadian Trade Facts 


¢ Canada is the most trade intensive of the G7 industrialized 
countries. Exports account for over 40 percent of 
Canada’s Gross Domestic Product. 


* International trade is the fastest-growing area of the 
Canadian economy. 


¢ It is estimated that every $1 billion in exports creates or 
sustains 11 000 jobs in Canada. 


* One job out of every three in Canada depends on goods 
and services exports. 


* International investment is responsible for more than 
one out of every 10 jobs in Canada, over 50 percent of 
Canada’s exports and 75 percent of its manufacturing 
exports.. 


Source: Team Canada Inc. A Step-by-Step Guide to Exporting. 
See http://www.exportsource.ca/gol/exportsource/site.nsf/en/es01868.html 


Throughout Ontario and Quebec, 8 percent of SMEs 
exported in 2004. Given that these two provinces 
have the highest concentrations of manufacturing 
firms, however, the impact of SMEs on export activity 
may be underestimated. A significant proportion of 
manufacturing-based SMEs in Ontario and Quebec 
are integrated into the supply chains of larger firms 
(e.g. the automobile industry and its suppliers) that 
would then export worldwide. Additional research is 
required to fully understand the contribution of SMEs 
to Canadian exports through supply chains. 


SMEs operating in urban locations were also more 
likely to export than rural-based firms. In 2004, 

9 percent of urban-based SMEs reported export sales 
compared with 6 percent of rural-based SMEs. This 
compares with 12 percent of urban firms and 7 percent 
of rural businesses that exported in 2000. 


' While the scale of the decrease is different, the trend is consistent with Statistics Canada’s findings drawn from the Canadian 
Exporter Registry, which reports that the total number of Canadian establishments that exported goods declined for the first time in 
2002, down 2 percent from 2001. Note that the Survey on Financing of Small and Medium Enterprises captures information on export 
sales of both goods and services, meaning these figures are not directly comparable. 

* Statistics Canada reports that the value of exports from the total wholesale trade industry fell almost 10 percent between 2001 and 
2002 and that the wholesale trade industry accounted for the largest drop in the number of exporters (“Profile of Canadian Exporters,” 
1993 to 2002. The Daily, Monday, March 22, 2004.) 
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Figure 1 PROFILE 


Distribution of Exporter SMEs within Regions, 2004 


MANAGEMENT SKILLS AND ExPporTING 


Managing in the international market requires 
particular resources, management skills and market 
knowledge. In 2004, SME owners with more than 

10 years of management experience were more likely 
to report export sales than owners with fewer years of 
experience (see Table 1). Research indicates that “this 
association [between management skills and export 


activity] is further emphasized with management 
teams possessing international experience as they are 
more likely to engage foreign partners” (Reuber and 


Fischer, 1997). Only one percent of younger business 


British Columbia ; ‘ 
ay owners (those under 30 years) were involved in 
Territories and Nunavut 


Ernie Provinces exporting in 2004, which may indicate that they have 


Ontario not yet acquired the skills and knowledge to export. 
Quebec 


Atlantic Provinces 


LIKELIHOOD OF EXPORTING INCREASES WITH 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small 
and Medium Enterprises, 2004. BusiNEss SIZE 


Decreasing telecommunication costs, integrated 
transportation, information networks and the 
increasing globalization of trade, among other 
factors, enable even the smallest of firms to engage in 
exporting. The vast majority of Canadian firms have 
fewer than five employees. However, even among 
these micro-firms, 8 percent reported export sales. 


Table 1 
Profile Comparison (2004) 


Exporter SMEs | Owner Characteristics | Other SMEs 


13 percent women, 67 percent men and onder 17 percent women, 63 percent men and 

20 percent are partnerships 20 percent are partnerships 

6 percent visible minority, 2 percent 7 percent visible minority, 2 percent 
Aboriginal, 2 percent disabled and 3 percent Minority Status Aboriginal, 4 percent disabled and | percent 


are recent immigrants are recent immigrants . 
1 percent are under 30, 91 percent are 3 percent are under 30, 87 percent are 


between 30 and 64, and 8 percent are over between 30 and 64, and10 percent are over 
65 years 65 years 
67 percent are English, 19 percent are 


French and 11 percent are a non-official First Language French and 14 percent are a non-official 
language 


73 percent are English, 16 percent are 


language 
13 percent have fewer than 5 years, 

Managerial Experience 19 percent have between 5 and 10 years, and 
68 percent have more than 10 years 


10 percent have fewer than 5 years, 

14 percent have between 5 and 10 years, and 

76 percent have more than 10 years 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
MEG os, ly et 
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Among firms with 5 to 19 employees, 13 percent Exporter SMEs are GROWTH=ORIENTED 
reported export sales. One quarter of the companies 


with 20 to 99 employees exported (see Figure 2). A business owner’s plans for expansion are also 


linked to exporting. One third of Canadian SME 

owners expressed an intention to expand the size and 

scope of their business in 2004. Growth-oriented 

40 business owners were twice as likely to export 
compared with owners that did not seek expansion 


Figure 2 
Export Propensity and Intensity by Business Size, 2004* 


of their firms. Growth orientation is also reflected in 
owners’ attitudes toward sharing ownership in the 
business. Exporters were twice as likely to indicate a 
willingness to share equity in the business compared 
with non-exporters. 


Exporting and Growth 


¢ 34 percent of SME owners intend to expand the size and 
scope of their business. 


¢ 65 percent of these growth-oriented SME owners were 
engaged in exporting, compared with only 37 percent of 
0 14 5-19 
Number of Employees 
G§) Propensity (percent of SMEs that export) 
8 Intensity (percent of revenues from export) 


owners not planning expansions. 


Exporting as a growth strategy appears to be employed 


* Due to a low frequency of response, data are not available for businesses wit 
100 to 499 employees. 

Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


equally among both newer and more established firms. 
In 2004, newer firms that had been in operation for 
less than five years were as likely to be engaged in 


While the likelihood of exporting increases with exporting as more established SMEs. This presence 


business size (number of employees), export intensity 
(the percentage of a firm’s sales derived from exports) 
does not. Among export-oriented Canadian businesses, 


of “born global” businesses — firms poised to export 
at inception — challenges assumptions that exporting 
is the result of staged growth and that firms must first 


a significant proportion of revenues are from export 
sales, regardless of size. Export intensity among the 
smallest businesses (firms with zero employees) is 
38 percent, which is relatively the same compared 
with other size categories when accounting for 
margins of error at the 95 percent confidence level. 
These findings are contrary to the traditional wisdom 
that as a business increases its number of employees, 
so does the proportion of export revenue. The 


associations among export propensity, export intensity 
and number of employees are presented in Figure 2. 


grow regionally or nationally before expanding into 
international markets. Born global firms likely reflect 
the availability of global communications, integrated 
transportation infrastructures and management 
commitment within growth-oriented businesses to 
grow in foreign markets (Bell, 1995). 


SMEs that are Born Global 


In 2004, approximately 8.2 percent of start-up businesses 
(defined as firms that had been in business for two years or 
less) engaged in exporting, compared with 8.3 percent of all 
businesses. 


SME Financing Data Initiative 


MANUFACTURING AND KNOWLEDGE-Basep SMEs 
ARE Most LIKELY To ENGAGE IN ExpPorTING 


Across all industry sectors, manufacturers have the 
highest propensity to export. Among manufacturers, 
31 percent sold goods outside Canada, a slight 
increase from 29 percent in 2000 (see Figure 3). 
Knowledge-based SMEs were the second most likely 
sector to engage in exporting.* In 2004, 17 percent 
of knowledge-based firms reported sales outside 
Canada. Moreover, innovative firms* were also three 
times more likely to export than other SMEs. Among 
innovative firms, 41 percent of sales were derived 
from export revenue. 


Exporting within Goods versus Service and 
Knowledge Industries 


* While export propensity is highest among manufacturing 
businesses, export intensity is highest within the service 
sector and knowledge-based firms. 


* In 2004, 45 percent of revenues among knowledge-based 
SMEs were attributed to exports. 


The export intensity of SMEs also differs by industry 
sector. In 2004, among exporter SMEs, an average 
of 33 percent of revenue was generated by export 
sales. Among exporting knowledge-based SMEs, on 
average 45 percent of total revenue was accounted 
for by export sales. This compares with one third of 
total revenue for businesses in the wholesale/retail, 
agriculture and primary goods, professional services 
and manufacturing sectors. 


FINANCIAL PERFORMANCE OF ExporteR SMEs 


In 2004, exporters made on average twice as much 
revenue from sales of goods and services as other 
SMEs ($1.2 million for exporters, $505 761 for 
other SMEs). Consistent with the findings reported 
in Figure 2, that exporters tended to be larger SMEs 
(with 20 to 99 employees), these businesses also had 


Figure 3 
Export Propensity and Intensity by Industry Sector, 2004 


50 


| Intensity 


(percent of revenues from export) 


Eo Propensity 
(percent of SMEs that export) 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small 
and Medium Enterprises, 2004. 


substantially larger current and total assets, retained 
earnings and total equity. At the same time, exporter 
SMEs had nearly twice the level of debt or liabilities 
as other SMEs. Table 2 compares the financial profile 
of exporter SMEs with that of other SMEs in 2004. 
These results illustrate substantial differences in the 
financial performance of exporters and other SMEs. 


Exporters Achieve Higher Levels of Sales 


* In 2004, exporter SMEs averaged $1.2 million in 


sales revenue, compared with only $505 761 among 


other firms. 


3 Knowledge-based firms are defined using Industry Canada’s categorization of industries in the science and technology field and 


those considered “high knowledge,” based on measures of research and development activity. 
4 Innovative firms are defined as those whose owners report spending more than 20 percent of investment on research and 


development. Innovative firms are found in all industry sectors. 
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Table 2 
Financial Statement Figures, 2004* 


Exporter 
SMEs 


(average $) 


1196 453 
Die (es) 
495 485 


176 697 131 308 


350 195 254 248 


* Figures may not add up exactly due to rounding and the absence of 
some income statement or balance sheet data. 


Revenues | Sales 

Total Revenue 
Expenses 

Net Profit (loss) Before Tax 
Assets Current Assets 
Fixed Assets 
Total Assets 
Liabilities 


Retained 
Earnings 


Equity 


Total Equity 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


PERCEIVED OBSTACLES TO GROWTH FOR 
Exporter SMEs 


While organizational flexibility and the ability to 
respond quickly to market demands are important 

to all SMEs, exporters face unique challenges 

— fluctuating currency exchange rates, language and 
cultural differences, and limited knowledge about 
new customers and markets. Exporters also have costs 
associated with extra travel, production of new and 
modified products, market development, compliance 
with customs regulations, staffing requirements and 
additional documentation. 


Among SME owners surveyed in 2004, the most 
frequent concern identified was level of taxation. Over 
half of exporter SMEs were concerned about taxation 
(see Table 3). The instability of consumer demand 
was also a concern for business owners. Interestingly, 
exporters were significantly Jess likely than other 
SMEs to cite concerns about finding qualified labour. 
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With respect to the costs of exporting, insurance rates 
topped internal obstacles to growth, followed by low 
profitability. In 2004, one third of exporters indicated 
that obtaining financing was a serious obstacle to 
growth. A significantly larger proportion of exporters 
than other SMEs cited concerns about the firm’s 
management capacity. This may reflect the need for 
management to acquire export-related knowledge and 
skills in the global marketplace. 

Table 3 


Perceived Obstacles to Business Growth 
and Development, 2004 


External to the 
Firm 


Internal to the 
Firm Low Profitability 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


FINANCING ACTIVITY 


EXPORTERS ARE More LikKELy To SEEK 
EXTERNAL CAPITAL 


Exporters require capital to manage the costs 
associated with international trade, such as 
international travel, compliance costs, fluctuations 

in currencies between selling and shipping of goods, 
and expenses associated with new product and market 
development. It is likely for this reason that a higher 
percentage of exporters than other SMEs will request 
some type of external financing, including commercial 
debt (e.g. term loans, lines of credit, credit cards), 
leases, a government grant, trade credit from suppliers, 


SME Financing Data Initiative 


and/or equity. However, this is also consistent with the 
capital requirements of larger firms, which, as shown 
in Figure 2, have a higher concentration of exporters. 


In 2004, among all SME owners, one quarter 

(24 percent) sought external financing: 36 percent 

of exporters and 23 percent of non-exporters. Debt 
financing was the most common form of capital 
sought by SME owners in 2004: 28 percent of 
exporters and 18 percent of non-exporters. Exporters 
were also more likely to seek equity and government 
financing: three times more likely to apply for equity 
and twice as likely to seek a government grant, as 
illustrated in Table 4. 


Table 4 
Financing Request and Approval Rates, 2004 


Exporter | Other 
SMEs SMEs 
Type of Financing (percent) 


Financing 

Debt Financing 

owroanae) 9B | 
ee 
oes 


Lease Financing 


Equity Financing 


* This estimate is less statistically reliable due to a low frequency of 
response and can range from an actual approval rate of 26 percent to 
58 percent. 


Government Loan 
or Grant 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


The intended use of the capital also differed: in 2004, 
exporters were more likely than other SME owners to 
seek capital to finance working capital and research 
and development (see Figure 4). Conversely, half of 
other SME owners sought capital to finance fixed 
assets compared with 41 percent of exporters. 


STRINGENT APPLICATION PROCESS FOR 
Exporter SMEs 


The challenges and potential risks associated with 
exporting are reflected in the application process and 
the nature of application documentation requested by 
lenders. In 2004, lenders were more likely to request 
that the exporter provide collateral from business and 
personal assets, and documentation such as a formal 
loan application, business and personal financial 
statement, business plan and cash flow projection. 
Figure 5 presents the security and documentation 
requested by lenders in 2004. 


Figure 4 
Intended Purpose of Debt Financing Requested, 2004* 


80 


Debt 
Consolidation 


Research and 
Development 


Fixed Assets Working Capital 


Purpose of Financing 
GS Exporter SMEs G Other SMEs 


* Multiple responses were possible, so estimates will not add up to 

100 percent. 

Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing 
of Small and Medium Enterprises, 2004. 
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Figure 5 


Security and Documentation Required by Financial Providers, 2004 


Business Assets Required as Collateral 


Personal Assets Required as Collateral 


Security 


Co-Signature Required 


Documentation Requested 

Business Financial Statement Required 
Formal Application Required 

Personal Financial Statement Required 


Business Plan Required 


Documentation 


Cash Flow Projections Required 


Appraisal of Assets Required 


ae Exporter SMEs 


Percent 


a Other SMEs 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Lower FINANCING APPROVAL RATES FOR 
Exporter SMEs 


Approval rates for financing were lower for exporter 
SMEs compared with non-exporter SMEs. As shown 
in Table 4, among SMEs that requested debt financing 
in 2004 (e.g. term loans, lines of credit, credit cards), 
76 percent of exporters were approved compared 
with 82 percent of non-exporters. This is similar to 
approval rates in 2000, when 79 percent of exporters 
and 82 percent of non-exporters were approved. 

The high proportion of manufacturing firms among 
exporters may influence these approval rates — only 
64 percent of manufacturing SMEs were approved 
for debt in 2004 compared with 81 percent of SMEs 
overall. 


Capita STRUCTURE 


SME owners draw on many types of commercial 

and personal debt and equity capital to operate their 
businesses. On average, exporting SMEs made 
substantially more use of all forms of financing than 
did other firms in 2004. Exporter SMEs identify 
personal savings, retained earnings, commercial credit 


cards, lines of credit, personal credit cards and trade 
credit as most important for their business operations 
(see Figure 6). In addition to debt and equity capital, 
38 percent of exporters and 33 percent of other SMEs 
reported that they used leasing in 2004. 


Risk capital includes informal equity financing from 
friends and family of the owners (often referred to as 
“love money”), third-party investors (e.g. business 
angels’) and formal equity financing from institutional 
venture capital. Informal equity financing from 
friends and relatives plays a more important role for 
exporters than other SMEs. Approximately one third 
(31 percent) of exporters used love money in 2004 
compared with less than one quarter (24 percent) of 
other SMEs. Formal equity financing from venture 
capital funds was used relatively rarely among both 
exporters and non-exporters. 


Nearly all SMEs draw on personal sources such as 
savings, personal lines of credit and personal credit 
cards to get their businesses established. In 2004, 
however, exporter SMEs reported significantly 
higher use of personal savings during the start-up 
stage (89 percent compared with 73 percent for other 


> Business angels are defined as individuals unrelated to the firm or its owner providing investment capital in return for an equity share 
in the business. 
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Figure 6 
Sources of Financing Used by Established Exporter SMEs, 2004* 


Commercial Loans 


Commercial Lines of Credit 0 


Commercial Credit Cards . 


Government Loans and Grants 


Trade Credit from Suppliers a 
Leasing 


13) 


Personal Savings of Owner(s) 59 


Personal Lines of Credit of Owner(s) 


Personal Credit Cards of Owner(s) ot 


Source of Financing 


Personal Loans of Owner(s) 
Loans from Friends and Relatives of Owner(s) 
Loans from Other Individuals 


Loans from Employees 


Venture Capital Funds 


0 10 20 30 40 50 60 70 80 
Percent 


el Exporter SMEs bad Other SMEs 


* Includes any source used, regardless of whether it was authorized or obtained in a previous year, so estimates will not add up to 100 percent. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Figure 7 
Sources of Financing Used by Exporter SMEs During Start-up* 


Commercial Loans 
Commercial Lines of Credit 
Commercial Credit Cards 
Government Loans and Grants 
Trade Credit from Suppliers 
Leasing 


Personal Savings of Owner(s) 


Source of Financing 


Personal Lines of Credit of Owner(s) 

Personal Credit Cards of Owner(s) 

Personal Loans of Owner(s) 

Loans from Friends and Relatives of Owner(s) 


40 


Percent 


Pea | Exporter SMEs a Other SMEs 


* Reported by SMEs operating in 2004 regarding the sources of financing used during start-up. Multiple responses were possible, so estimates will not add up to 100 percent. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


SMEs). For born global SME exporters (see “SMEs by other SMEs. 
that are Born Global” on page 4), the higher usage of 
personal capital in 2004 may reflect the potential risk 
associated with selling goods and services in foreign _ Exporters reported less satisfaction with their financial 
markets and the need to finance foreign receivables. providers in 2004 than other SME owners. Exporters 
Figure 7 compares the main sources of capital during _ ranked nearly all aspects of their relationship with 

the start-up stage for exporters with those sources used _ their main financial institution — accessibility, 


SATISFACTION WITH FINANCIAL PROVIDERS 
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business understanding, relationships and overall 
quality of service — lower than other SMEs (see 
Figure 8). The only area in which exporters appeared 
more satisfied than other business owners was in 
service fees (see Figure 8). Further research is needed 
to determine if these findings are related to the lower 
approval rates for financing and the additional process 
and documentation requirements experienced by 
exporter SMEs. 


Figure 8 
Level of Satisfaction with Main Financial Provider, 2004* 


Percent Satisfied 
Average Ranking 


MM Percentage Satisfied (Exporter SMEs) 
Percentage Satisfied (Other SMEs) 
—@—Average Ranking (Exporter SMEs) 
= @-= Average Ranking (Other SMEs) 
| * Level of satisfaction was measured on a seven-point scale where one equalled 
“very dissatisfied” and seven equalled “very satisfied.” 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small 
and Medium Enterprises, 2004. 


SUMMARY AND DISCUSSION 


This profile has found that Canadian small and 
medium-sized enterprises that exported in 2004 were 
more innovative and growth-oriented, larger in size, 
more likely to have an urban location, and more likely 
to operate in the manufacturing or knowledge-based 
sectors than other SMEs. The intensity of exporting 
among SMEs, as reflected by the percentage of 
sales-derived exports, was not found to be affected 
by business size or sector. Rather, export intensity 
was similar among all size categories examined and 
slightly stronger among service sectors. 


These factors may contribute to the differences 
reported by exporters and other SMEs regarding their 
financing needs and experiences. Exporters were more 
likely to make a request for financing, but reported 
greater difficulty in accessing financing (e.g. lower 
approval rates) and greater dissatisfaction with 

their financial institutions. It is not clear, however, 
how being an exporter affects financing and the 
related experience. 


Further study will also be required to determine the 
relative influence of financial performance, business 
sector, age of owner and management experience on 
export propensity and export intensity. 
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Small Business Financing Profiles is an ongoing series 

of articles on specific segments of the marketplace and a 
component of Industry Canada’s reporting efforts on SME 
financing. 


Consistent with recommendations in 1999 from the 

Task Force on the Future of the Canadian Financial 
Services Sector, the SME Financing Data Initiative is a 
comprehensive data collection program on SME financing 
in Canada. In partnership with Statistics Canada and 
Finance Canada, Industry Canada reports on the supply 
of, and demand for, small and medium-sized business 
financing to provide a complete picture of SME financing. 


As part of the initiative, Statistics Canada administers 

a series of national surveys on small and medium-sized 
enterprises (Survey on Financing of Small and Medium 
Enterprises) and financial providers (Survey of Suppliers 
of Business Financing). Industry Canada supplements 
these surveys with additional research into niche areas of 
SME financing. 


For further information on the SME Financing Data 
Initiative and access to statistical findings and reports, 
visit www.sme-fdi.ge.ca. For information regarding the 
methodology of the Survey on Financing of Small and 
Medium Enterprises, contact Klaus Kostenbauer at 
613-951-0691 with the Small Business and Special Survey 
Division at Statistics Canada or visit Statistics Canada’s 
website at www.statcan.ca. 


For further information on this article, contact: 


Christine Carrington 

Small Business Policy Branch 
Industry Canada 

Room 910C, East Tower 

235 Queen Street 

Ottawa ON KIA 0HS5 


Tel.: 613-957-7903 
Fax: 613-954-5492 


Email: carrington.christine@ic.ge.ca 


<0 IN Gy 
g : 
NZ 
ME ny 6S 


12 


Copyright Information 


For additional copies of this publication, please contact: 


Publishing and Depository Services 
Public Works and Government Services Canada 
Ottawa ON KIA 0S5 


Tel. (toll-free): 1 800 635-7943 (Canada and U.S.) 
Tel. (local): 613-941-5995 

TTY: 1 800 465-7735 

Fax (toll-free): 1 800 565-7757 (Canada and U.S.) 
Fax (local): 613-954-5779 

Email: publications@pwgsc.ge.ca 


This publication is available upon request in accessible 
formats. Contact: 


Multimedia and Editorial Services Section 
Communications and Marketing Branch 
Industry Canada 

Room 252D, West Tower 

235 Queen Street 

Ottawa ON K1A 0H5 


Tel.: 613-954-5267 
Fax: 613-947-7155 
Email: multimedia.production@ic.ge.ca 


This publication is also available electronically on the 
World Wide Web at the following address: 
www.sme-fdi.ge.ca 


Permission to Reproduce 

Except as otherwise specifically noted, the information in 
this publication may be reproduced, in part or in whole and 
by any means, without charge or further permission from 
Industry Canada, provided that due diligence is exercised 
in ensuring the accuracy of the information reproduced; 
that Industry Canada is identified as the source institution; 
and that the reproduction is not represented as an official 
version of the information reproduced, nor as having 

been made in affiliation with, or with the endorsement of, 
Industry Canada. 


For permission to reproduce the information in this 
publication for commercial redistribution, please email: 
copyright.droitdauteur@pwesc.gc.ca 


Cat. No. Iu188-4/5-2006 
ISBN 0-662-49406-7 
60025B 


Aussi offert en fran¢ais sous le titre Profils de financement 
des petites entreprises : Les PME exportatrices. 


SME Financing Data Initiative 


AWd Sep suUaWaUDUY 2] ANS SYyd1aYI94 ap aUIWIDABOIg ZI 


SANS 4aj40dxy :sajyorg sursuvun y 
SSOUISNG ]JDWY 3]11} OY) JopuN YsI]sugq ur s]qeiieae osty 


€s7009 

L-90b6¢-C99-0 NASI 

9007-S/P-88 [AT “¥9 9p oN 

“SOUOY So] onb soururay soy 

JUL} JUSISOP SUT[NOSLU SULIOJ eB] “UOTROI[GQnd ay}99 sue “gq'N 


89°98'9S5Md@)AnaynepoAp yYysiAAdod v [aiM09 uN IWUaAred 
TRF ‘SaTBIOIOWIUUOD SUY Sop B UOTJBOI[Gnd 93399 suRp anua}U0D 
UONCULIOJUT | DIINpOIdoI op UONRSTIONV ,| I1Ua}GO INog 


"JUIWI9JUISUOD UOS 9dAB NO epeURD dILNSNpuUy 99Ae 
UOTLIOGL][OO Ua ayTeJ 939 JUBAR OIdOd SUN SWUUIOD TU dT[aIOYJO 
UOISIOA JUN SUTWUOS IU 99}U9S9Id IOS aU UOTONpoOdal ey anb 39 
dOINOS SUISTURSIO SWIWUOD 9UUOTUIW 10s epeuRD sisnpuy,nb 
‘ayNpoids1 UONRWAOJUL | Sp opnjydeXd,| JaINsse,p UYe a9dIOXx9 
Os s]qeuUOsTes 9OUNSI[IP suN Nb namnod ‘epeued sisnpuy .p 
UOISSIULIOd o.yNe suURS 19 SIBIJ SUBS ‘10s 99 onb uaXou anbyanb 
Jed 39 arjied ua no yno}j ua ‘ayInposdal a9 ynod UONRoITqnd ay99 
SULP INUD}UOD UOIJUIOJUT ,| “d1TeIUOD UOTWOIPUT,p SUTIOW VW 
uondnpo.idas ap uonesiiojny 


89°93 'JAd-IWId" MMM QO 9] INS 
anb1uoNda]9 d10A Jed IDI JUdWUIDTeBa ysa UOTJBoITGnd ayag 


B9°93'IIM) UOHINPOAd vIPIWI[NW : [IIINOD 
SSIL-LY6-€19 : “O9TPL 

LEICS-VSG-E 19 = TOL 

SHO VIM (OleUO) eMenoO 

usengd ond “SEZ 

JsonO INO} “GZSZ Neoing 

epeurg olsnpu] 

SUOYILW Np 1d SUOIJBOTUNUIWUOD Sap d]e19U9S3 UOTIIIIG 
UOTITPS | 9p Jo BIPSWI|NUW NP UO 


: B] OoAev Jonbiunuiwod ‘aspuewep ins 
‘sajqissaooe syioddns ins uoneorqnd aya9 J1ua}g0 nod UG 


89°93'93Sd)@)suO}eITTqnd : [aLLNOD 

6LLS-PS6-E19 : (XNBIO] S}OAUD) *9919.L 

(stup)-steyq xne ja epeued ne) 16/1-S9S-0O8-I : (ley sues) "9919. 
SELL-S9V-008-1 - SLV 

666S-176-€19 : (xned0] sjodde) ‘[9L 

(stu)-sieyg xne yo peur? ne) E/6L-SE9-008-I * (Ste sues) 19.1 
SSO VIM (oleiUd) eMenO 

BPLULD XNLJUDSWSUIDANOS SAdIAIVG Jo sorqnd xnears], 
odap op SddIAJag 39 SUOTIPA 

> xne Jassoipes ‘uoneoryqnd 

31199 ap sorreyuowg[ddns soie;duiaxe sap Ius}qo Inodg 


4naj}Ne,p JIOApP 9] ANS UOIZEULIOJU] 


Ni PR 


7 


@ <2. 

89°95 IM) IUNSlAYI UOPSULLIL : [91LINOD 
COVS-VS6-E19 + “O9]9.L 

C06L-LS6 -€19 : TPL 

SHO VIX (olejUO) eMeNnoC 

usongd) ond “SEZ 

ISq NOT “O016 neoing 

epeued oLsnpuy 


astidanue ayned ev] sp onbijijod ev] op ayessuas uonoeng 
uo WSULUeD suNsiayD 


Rs va, 


: SOAR ZonbrunuIWOD ‘ayore 
390 INs soieyUoW[ddns syusWIdUsIOSUaI Sap I1U9}G0 INog 


"BI UBIJVIS MMM GIA IIS 

3] ZO}[NSUOD No ‘epeueD onbijs1}e1¢ ap sayeroads saygnbua 

Sap 19 Sastidamnus sayned sap UOISIAIG ‘1690-1 S6-E€ 19 ne 
Jonequoa\soy snepy 90Ae Zonbiunwiwiod ‘sasiidauua sauuadoul 
ja Sajjad sap Juamaouvuy aj Ans ajanbuZ | ap apoujout e] 

Ins asejuRARp sipusidde usa nog ‘¥d"93"yad-ouId" MMA QoA\ 
OS J] ZaI[NSUOD ‘sanbyseis syoddes 3a suOIsNjoUOS xne 

SQ99¥ IIOAR 19 Ad Sop JUWIIOURUY d] INs oYyoINYyoI op 
IWIWILIZOIg 3] Ins sjUsWUsTOsSUaI soydue snyd op 11Ua}qQ0 Inog 


‘AWN d Sop Juowdouruy 

np ssarpnonsed syoadse suteyi990 Ins sapnyd sap asi[vol epeueD 
aysnpuy uows[duio0s ug ‘(sasiudaqua xnp JuawaoudUuyy 

ap SAIIAAAS ap SANassiusnos sap saidno ajanbuzZ) siatueuy 
SODIAIOS OP SINISSTUINOJ SI] 1d (Sastidauua sauuadoul 

Ja Sajjad sap juawaoupuy a] ans ajanbuZ) sosiidanue 
souudKoOul Jd Sajzij0d sa] ns sayeuoreU sajgnbus,p sigs oun 
uo epeuey onbuysneis ‘ouWeIsOIg Np sped od] sueg 


‘gpueulap v] Jd O1JJO,] Ins saguuOp sop juer[qnd us sostido.us 
souudXowl jo saqijed sap yuawooueuUy np jo]duwi09 neajqri 
uN JaSSO1g B SYOIOYO epeueyD ssnpu] ‘epeueD sooueul{ 
SOP SIIISTUIW 9] 39 EpeURD oNbNsEIS 9dAR UONRIOgRI[OS 

ug ‘epeueg ne qd Sop Juswd0URUY 9] Ins soguUOp op 
3199][00 op oumUeIBOId djSeA UN jsd Fd SOP JUoWSoUeUY 
J] INs syoJOyooI op dWIWIeIBOIg 9] ‘UsIpeURD sIdIOURUY 
SOOIAIOS SOP IN9JO9S NP IUIAR, | INs [reAvQ op sdnoH 9] sed 
666 Ud Sd9[NUIOF SUOTRPURLIWUOSAI XN JUSUIQWIOJUOD 


‘(AWd) sastidanua 

souuskoul jd Sayed sop yUsWIOOURUY 9] INS sapnyd sap jo 
syioddes sop Jojuasoid & JURSIA BpeUeD dISNpUy,p SdAe}IUl 
SOP dIPwO 9] SULP JUDSALIOSUT,S ‘YyoIeWT Np ssorpnonsed 
s}UdUWIZ9s Sap Ins URWOd sapoTe Pp W198 ouN yusdnoIsaI 

inb ‘sasiidaqua sajyad sap juauaouvuy ap sod SX] 


JWd Sep juswia2UuDUYy 
3] ANS aYyd1aYyIe4 9p auUIDABHOAd 


LL JWd Sep jUsWa2.UDUY) a] ANS BYydABYIEA Bp SuUIWIDABOAg 


‘anBojeyes Ne {IX-1O0EI of 19 ZOOO-O8E NeATGEI ‘WISNVO “P00T “epeuRD enbysneig 
‘gnbiuUe{LIG-dIqUIO[OD IP UONSYS dp SOdIAIOG SOP SIOISIUTU ‘S}BIS Dg “CLOJIA ‘sj4odxy *[QOT “O' “IaUYOS 


‘O18 @ LOR ‘d ‘p oU ‘BZ "JOA ‘saipnjg ssauisng pouoYDUsaIUT JO JDUANOL ‘« SAWS JO SINOIARYSG 
UONLZI[PUONUIDIUT dt} UO sdUdTIOdXY [eUONRUIOU] S,Weo] JUOWSeURYY SY} JO doUNNYU] OY » “L66I JOYOSTy “| 19 “Y Joqnoy 


‘QZ oU SYOIOYOOI Op JUDUINDOp “epeuRD sLASNpU] 
‘eMENGO ‘asiidadua, ] ap ndaalu nv asdjouv auy) : 10jdwa, p uolpasI dD] Ja UOYOAOAXA,] “AWd SAT ‘QO0T ‘24AG2F9T “7 19 “A “OIAQaTOT 


‘po ‘L “JOA ‘asiidaaua ajijad D] ap Jaldjsaulid] UNJaqINg *« TOOT-€661 
‘srojduia,.p uoTeaIO eB] Op ojIdeyd ne sinojeyJOdxo sop sdURUIOJIIg : UONLIOdXd,| INS xNoJ SUID] q » “9OOT JOAgJ “epeueD sisnpuy 


‘epeurs juowoddojaasp 
19 uoNeLodxg ‘emeng ‘vppuny a] Anod jaljuassa Sa ANaldg]Xd ADAQWULOD a] 1ONbANO ‘SOOT “epeueD jusweddoyaagp 39 UONeLOdxg 


‘91 8 09 ‘d “SoU “67 ‘JOA “BULlayAD {O /buAnor uvadoiny “« SULIT OIBMIYOS Joindwiog 94} JO UONeZI[vUOTeUIOUT OY,» “C661 Ale T19q 


“T] ou — onBoyejeo ne FTIALZOOATI of “epeuedg onbnsiyeis 
‘eEMENO ‘UOlDILAGD{ DB] ap Ualppubd AnajJas np ajlayonpodd Ja UoYbIAOdXAa, p SAYIADUL XND UOYDAIIIAD_ *€OOT ‘ND “M19 “f “UIMpTeg 


S3DN3a349g 


“pOOT ‘Sasiidasua sauuadou ja sajijad sap juauaouvulf aj Ans ajanbugq 

‘epeued onbysneis “qWd Sap UoUIs0URUTY 9] INS SYdIBYOEI op SUIUIBIBOIg : 9DINOS 

“« yIeFsHeS Sa. » vidas Jo « JIeJsBSUT San » 

R puodsaiio9 un no sjutod ydas ap ajjayse oun Ans JINsoW 939 B UONILJSHRS op 9139p 97] 


(AWd Sonne) usAoW JUSUIOSSR[D =H = 

(soorneyodxs qd) UsAOW JUOWUOSSe[D = 

(AWd Sone) sjrejsyes syudt]o op ase}UIOINOg =e 

‘suoneyodxe SOP 9HISUSIUT | JO uoneyodxa | (sooreyodxs qd) SUeJsHeS syUsI]D op oSeJUS0INOg jw 

e uortsuadoid eB] Ins uolsad3 ud sdUaTIOd x9 IN] op 

10 soutejotidoid sap a8 | ap ‘d}1AOB .p Ind}das Np 
‘IOIOUBUY JUSWOPUSI NP IATJLIII IOUDPIOUI | JOUTWIOOp 
Inod sairess9d9u JUOIaS sagssnod snjd sayoisayool saq 


“9xOUUO0d 

JOUdIIOdXd ,| 19 JUOWIDOUPUY 9] INs onyur Inayeyodxa 
UN 9.1}9,P WRI I] JUSLULUOD STOJdINO} d10UBI UG 
‘SIQIOULUY UONNINSUI INI] op pre39,] & UOTORJSTVeSUI 
apueis snjd oun.p 39 (Inotayul uoNeqoidde .p xne} 
“x9 “d) sonsooR $9998 Pp SA}[NOYJIP op 1819 We] UO 

S[I STRUI “JUSWUOOURUY Np Jopuewop & xnoiquioU 

snjd juowajauuonsodod 939 1U0 sindye1I0dxa sa] 


ol 
° 
c 
5 
Lo) 
a 
5 
= 
is) 

gg 
fa’) 
Q. 
oO 
@ 
ee 
Ss 
=> 
77) 
n 
r) 
i=¢ 
7) 
S 
= 
77) 


udXkoul JUdUASSRID 


‘Q0UdLIOd x9 INI] B 19 JUDWIBDURUY ap SUIOSdQq SINI] & 
yey e Inb 99 us Aid Sone soy 39 snaye1IOdxo say] sed 
SQ[PUSIS SLIVDO xnev dI]9-}Nod JUANQINUOD s}UdUIITS Sad 
“SODIAIOS BP SINDJD9S Sd] SULP DADO SNId JUDUUDIEBQ] 39 : 

: x : eae, «PONT SQruBUy 
SOQUIWUBX9 SI]Te} Op SO1I089}e9 SQ] SOJNO} SUBP OITR]TUTS uonnjzHsur syedioutid ey ap pavsg | & UOILJSHLS Op 9.1390q 
}1P}9 ANDJVOIPUT 199 “We} UY “AINd $2] ZOYd suotye10dxa g omnsid 


1 
! 


IWd Sep jUsWIa.UDUY 3] ANS BYyd1aYyI01 ap aUIWIDABOAg OL 


el ND 


Sd1]qe}9 J9 d][I¥1 9puvIS snjd ap ‘aodueSSIOIO BI SIOA 
Sa9gJUSLIO aseJURARP ‘SsooINeAOU snid sastidanus 

Sop JUSUATeIDUNS JUDIL}ID HOOT US 9310dxa JUO INb 
souusrpeueo sastidenus souuskow jo sayijed say] ‘AWW 
sone xne yoddes sed ‘aonb ;yoid yuasaid np wossal |] 


SOP 9}ISU9}UI,| INS JONU JUS[QWAS dU INA}9as 9] IU 
sstidanua | op a][le} eB] Iu “uoNRyodxa | v a[qenquye 
SOIBIJE .P d1JIYO Np sseyUsoInOd 9] soide.q OARS np 
IISNPUT | NO UOTBTIQe} L] IP 1Nd}D99s 9] SUBP SdIIATION 
SINI] 19dJOX9 B S9snoiIquiou snyd yUsUIa|;JoUUONIOdo:d 


3J}NO US JUSTRJ9 Soff “UleGAN NSTI Us JUSANOS snjd NOISSNSSIG 13 3Iwnssid 


“p00 ‘sasiidaujua sauuatoul Ja Sajjad sap juawaoubuy a] ans ajenbug ‘epeued onbysneis “qd Sop jUatUs0URUY 9] IMs yorOYoos ap OUIUIRIBOIg : 201n0S 
‘sasuodgs sinaisnyd souuonseyas yuareAnod sjuepuode. say aonb 
sored % QQ] & cANatIodns yso sasuoda. sap aulWoOs eT “osvLEWEP Np adejg,] & Sagst[IN JUSWIOOURULY ap S2dINOS $a] JURLIDUOD FONT Ud STANK Ua FP Sa] sed Sd9IB]IAP SA9QUUOG] y. 


0 =—— 


asejusoInog 


ss Ov 


somejatidoid sap 
stu no sjuosed ap saidne syuniduig 


soiejoiidoid sap sjauuosied sjoig 
soiej}olidoid sap sayjouuosied y1pe1o ap sayieD 


soejatidoid sap 
Sa[[auUOSiod jIpaid op sosiej\ 


somej}9lidoid sop s]jouuosied oussedg 

§ reqapei9 

@ simasstuinoy sap saudne jerorswiw09 ytpe19 
XNeJUIWIUIDANOS sjoid 19 SUONUDAQNS 


SO[RIDIOLULUOD IPEIO ap saj1eVD 


° I 
iS 
= 
al 
O 
a 
@ 
= 
= 
job) 
5 
a 
& 
D 
@Q | 
gi 
Creu 


SI[VIDIOWIUIOD JIPSso ap sasdiey| 


XNRIOIOUNUOD S}QIg 


x PO0Z ‘osesreWgp np odej9,[ & AWd Se ted sogsijyn JuaWa.UBUY ap Sed1N0S 
L Ansty 


“POO ‘sasiudaujua sauuadou Ja sajiad sap juauaouvuyf a] Ans ajenbug “epeued enbysyers “AW Sep JuawWoeouLULy 9] INS sYyo19Y991 9p SUWIVIBOIg 2 9dINOS 
“0% QOL & Sed puodsai09 ou suoneUt}so 


Sap SuIWIOS B] ‘aINdTIQIUY aaUUL 9UN, Pp SsIMOO Ne NUDIGO NO gsLIOINe 919 We JUoWOoUBUY 9] anb ssodtut nad ‘sagsi[}n JUsWaoUBUL] ap S9dINOS Sa] SoINO} aNbIpul Nva|qv} 9] SUMO) x 


FAWd sonny ay saoleyodxe qWd ce 


asejus0Inod 
ss OV O€ 0c 
onbsii op [eyideo ap spuoy 
sakojduia,p soidne syunidug 


sdoljnonied sa.jne .p seidne sjunidug 


somejatidoid sop 
sture no sjudied op soidne syunidwig 
someygtidoid sap sjauuosied s}91g 


somejtidoid sap sajjauuosied y1pgio ap sayeD 


somejolidoid sop 
sap[outiosiad yIpaso op sosiey\ 


somejgiidoid sap ajjouuosiod susiedq 
[eq-upetO 
SINDSSEUINOJ Sop Soidne [eIXI9WIWIOS }IPsID 


XNL]JUIWIUIIANOS Sjoid 9 SUOMUDAGNS 


JUDUIDOUUTJ 9p dOINOS 


SI[PIDIOWILUOD JIPSIO 9p SUBD, 
S9[BIDIOUIWUOD }IP919 Op SasIe|| 


XNBIDIOWUIWIOD S}o1d 


«POOZ ‘S911GRI9 S2ILRIOdX AIA Se Aed sagsyyN JusWIIUBULY ap Sad1N0sS 
9 a1NSIy 


6 » JWd Sep sjUeWa2.UDUYJ dj ANS BYyIADYIE4 ap aUIWIDABOUd 


‘ostidenue | suep uonedionied oun,p oduevyss uo 


jeyideo np yu ssysoaut nb ‘oireygtidoid uos no astidanus,| SAR UDI] UNSNe ULAR _U SIO] SOP JUOS S[aTUSpIAOId sIMassSoAUI SIT . 


"SooLeWOdxd Aid Sop Sasixo 

soreyuouis|ddns syuoumnoop xne 32 soyyeUsoy xne nb 
Isure o[qiey snyd uoeqoidde .p xne} ne sory] yUOS 
S}P][NSOI S99 IS JOUIWID}9p Inod judsoduil s sxgssnod 
snd says1aysel soq *(g dIN3Y ev] JOA) sostidenua .p 
souejotidoid sane soy onb syrejsies snjd yua,quies 
sinayeyIodxo sa] yuop yoadse [Nas 9] JUNNATWSUOS 
QOIAIOS OP SIBIJ SIT (Q WNSY PI TOA) SOIAIOS Np 
ayeqoys syyenb 39 uoNeyas ‘astida.nud | ap SUIOSaq sop 
UOIsUdYsIdWIOD “azI]IGISssooR8 — o1g1DUeUY UONNINsSUI 
ayedioutid ina] 9dAv SdI[qeIa SUOT}e]OII Sop sjoodse 

So] Sno} yuowoNbHeid & qWd sone soy onb a] qrej 
snjd 9309 oun ange WO S|] “qIWd op sosrejotidoid 
sone say] onb sargiouvuy SUOT}N{}SUI Sind] op 
SUIVJSTIIVS SUIOW S}IP JUOS 9S sindyze}I0dx9a sa] “pOOT UA 


SAdsISNVNIS 
SNOILNLILSNI S30 GdV93,1 V NOILOIVASILVS 


‘FINd sone 

Sd] 19 SINd}e}I0dxo sa] Inod oseiewsp np odvej9 | & 
[eqides op saoinos soyedroutid say oreduros / oinsy eT] 
"SIOSULI}N SINDJIGSp SaIdWI0d soy JOOUvUY dp dyISSa09U 
RB] 19 SIOSULI}O SOYSIVU SOT SUBP SODIAIOS 39 SUDIQ Op 
dUDA BR] B JUdIOYUI Onbsi 9] 999-Jnod ajoYol pOOT ue 
Jouuosiad jeyideo op ajueyodun snjd uonesiyn | 

‘(¢ oSed Be] & « UOTJVOIO IND] Sop sTeUOTeUIO}UI 


UOTILOOA OUN Nod jURAR AJA » JIOA) UONBSIO INZ] Sop 
J[VUONLUIOUI UOVOOA oUN No yuURAR SddLeLIOdx9 


AWd xne yey & nb 90 ug “((qWd sone say nod % ¢/ 
dUOD % 68) OSvLIEWIOP Np ode}9,] B a]JoUUOSIOd 
ousied9 | op oinatiadns juswa}}0U UOTesI{NN 

oUN Pp 1e19 We] JUO sooLeLIOdKS FW d SI ‘POT 

ud ‘slojaynoy, ‘asiidanus ing] pord ans oyowW nod 
‘saTJouUOosiod JIPssd ap SazIVd Sd] 19 Soy[aUUOSIad jIpsID 
op sassew say ‘ausseda | ajduioxa Jed ‘sjauuosiod 
Spuoj sap e jodde yey yUO Ad Sd] $93N0} onbsa1g 


"sinojey10dxa-uou say onb sinajyeyodx9 

SO] ZOYO JUL} SILI JUSWIDATICTOI 939 B ONbst ap jeydes 
op spuoj op yueudaod soidoid xneyides sed [arayyo 
justd9.uRUY UN &B SINODII IT “AIWd Sone sap 

(% pZ) Wenb np sulow ze JUSWIdANeIedUIOD “poz ud 
soyooid op juasIe | & SINODII Nd JUO sind}e1IOdxa sop 
(% [€) S191} 9] UOITAU “Ad Soune soy Inod onb 
sinoyeyiodx9 say Inod yueyodumt snjd ayor un onof 
‘someyatidoid sap soyooid ap yustaodd tnb ‘sordoid 
xnejyideo Jed jouoysul yuowdouReUY aq ‘onbsii op 
jeyides ap saya1o0s ap soidoid xnejzdeo sed yoroyyo 
JUSWIIOULUY J] 39 (,S[OUSPIAOIA SINISSI}SSAUI Sd] 
“x9 ‘d) S191] SINISSISIAUI Soy ‘soiTeyatIdoid sap 

sIwie no sjuored op yuvudsaold soidoid xneyides 

Jed yuswisoueuy 3] pussdwo0s onbsi ap jeyides oF 


“pOOT ‘Sasiddadjua sauuadou Ja sajiyjad sap juauaoubulf a] Ans ajanbug “epeued onbusneis “qd Sop JUeUSOURUT 2] Ins 9YOIOYOO1 ap suTLURIBOIg : 9O.INOS 


eS! i eons 


ase}Ud0INog 


09 OV 


0 


Joe] ap uonenjeaq 
d1IDIOS9.] OP SUOISIADIg 
SoTege-P Ueld 

sjouuossed sssrouruy syerg 


a]JO1OYJo apueuiag 


eS) 
S 
fe) 
e 
5 
oa 
} 
2 
n 


astidanud,| op siatouvuly syeyq 


uoljeyUSWUINIO|d 


ai1eyeUsISOD 


s]ouuosiod surg 


soURIeyH 


asiudanud,| op susig 


P00 ‘SaAQIUBU SUOTNINSUT So] 1ed sgSIxo sjyusWINIOp Jo saURAL 


§ oINnsiy 


“p007 ‘Sasidda.yua sauuadout ja sajiyjad sap juawaouvulf a] Ans ajanbug ‘epeury 
anbysneis “AIWd Sep JuauisoueULy 9] Ins oyosaysaI ap ouUeIBOIg : d0INOg | 
‘sagidaoor Juareja sofdnynu 

sosuodas say anb sored % QQ & anatigdns jsa suomeuss sap suIWIOS BT y 


ANd sonny gy sootneyodxe qd fi 


anagid uonesiynA 


onep ev] op 
uoneplfosuod 


quauiaddojaaap 
-dYd1OYyIoyY 


JUSUI|NOI 
ap spuoy 


9s!iqourut 
Joy 


aseyusoInog 


08 


»P007 ‘Qpuewop JUNAdWo sed JusWIIULUY np snagid UOHesTDQ 
p IANS] 


O0C Vo |TeIsiipet) 

Ne SINOIII Nd MOAR dIe[IOpP JO Ad Sone sap % ¢E¢ 
39 sinoqeyIOdxa sop % g¢ ‘soidoid xnezideo sap 39 
sjunidwia sap snjd uq ‘(9 o1n3y ek] IIOA) sayeloIaUUWOd 
suoneiodo sinoj inod syueyodun snd soy yuowoouRUYy 
Op S[NNO sa] yUONIT}SUOD SINdssTUINO} Sop soidne 
[RIOIOWIWIOD JIP91O d] 39 SaTTOUUOSIAd JIPesO sp SoyvO 
Sd] JIPSIO op SOBIVW SO] ‘SOTBIOIOWIWUOD JIP9IO op sayIVO 
Sg] ‘sysedai uou saoyouag sa] ‘o]JouUossod oussed9 ,| 
aonb jualepisuod AWd S9O ‘POOZ US sastide.nus sone 
So] onb JUsWIIOULUY Ip SOULIOJ SOT S9JNO} B SINODaI Na 
snjd dnooneagq juo saotneyiodxa Ad So] ‘ouueAou 
uq ‘astidenue Ine] Joy10;dxa nod sasdoid xneyideo 
xne jo sjauuosiad 39 xnelos1ourut0s sjgid ap sodAy 
xnoiquiou ap e jodde yuo} Aid op soseyguidoid soy 


TWLIdVD NG INLINALS 


“ATINd Sop s[quIesua . | 

oP % 18 B UOWdATVIedUIOD ‘pOQT US gpuRUtop Jold 9] 
JOpIOIOw NA JUOS 9s soIgINjoRJnueW AWWd S9P % 79 
yustua;nos — uoneqoidde ,p xne} sa] Ins sdueprour sun 
9119-jnod ev sinoyeyodxo soy tw4ed sargtinjoeynueUl 


IWd Sep sUsWasUDUY 3] ANS BYyr2194I01 ap aWIIDABOAg 
nD 


8 


sostidaua p uonsodosd ay10J eT °% 78 19 % 6 
JUSWSANIEdSaI HOS “QOOZ US sa.nsIBo1u9 UoNeqoidde, p 
XNB}] XNB SdITE[IUIS JUOS XNe} Sdd ‘sINdyeI0dx9-uoU 
Sop % TY B JUSWISAT}eIedWIOD ‘a]qeiOARy asuodsl 

oUN NUD}qO JUO % O/ “(JIPSIO op 917189 NO JIpP9IO ap 
adIBUl “OUIO} B JQId “xa ‘d) pogz ue JuNnIduIa sed 
jusws9uvUY UN spueUep yO Inb saoryeyIodxe AW 
so] tuned ‘p neajqe} 9] onbipul.| sumui0g “qWd 


Sozjne say Inod anb ssoujyeyodxe qd sey] Inod s]qre} 


snd 919 & JUsWIS0URUY Np UOTeqoidde .p xne} 97 


SADIULVLUOdXA FW $31 aNOd J1gIv4 sNid | 
1S LN3WJDNVNId NG NOLWaOUddV,d XNVL 37 


“POOT ‘Sasiidasjua 

sauuadou Ja sajyjad sap juauaounuyf a] ans ajanbug “epeueg onbnsueis 
“ANd Sop JUowsoURUY 9] Ins sydJOYyIeI ap suTUTeIBOIg : d01NOS 

‘% 8S 

19 % OZ 9US IOLA Jnod [eos uoNeqoidde .p xne} aT “syuepuodes op xnei 
9[qley Np uosteI Us so[qey yuoWONbYsNe}s soy sed yUOs ou ssguUOp Sag x, 


[e}UNWIIUADANOS 
jg1d no 
UOWUdAQNS | 


xnel 


gpuvwiop 
op xney, 


soidoid xnejyidey 


uoneqoidde ,p 
xney 


[eq-31p9419 


uoneqgoidde,p 


C8 OL 
xney, 
sl 8C opuvulop 
op xney, juniduy 
a6, 9¢ opuewoep 9U.19}xa 
ap xney, | JuoWadueUY JNO], 


(a8vju091n0g) juowMeduvUy op ddA], 


WINd = | $991.1383.10dx9 
sony AWd 
P00Z ‘uoneqoidde .p XNnB} jo yUIWIIIUB UL op opuewop op xney 


p neaqey 


‘F00Z Ua snajgid say red saS1xo syusUNDOp jo sonuBIES 
so] onbiput ¢ oin3y ey ‘a1o10s9e. ap suorstAgid sa] 

19 someyye p ueyd un ‘sjauuosied sistoueuy s}ej9 Sop 
‘9sidanud,| op sia1oueuy s}e19 Say “Jgid ap a[aloyyo 
opuewop oun o[dwioxe sed ‘sjusunoop sap JasIxa e 

J9 sjouuosiod suatq sop no astida1ua | ap SUdTq Sap 


L JWd Sep jUsWIa.UDULJ 3] ANS BYyIA9YIOU AP swUIWIDABOUg 


a1juvles Ud JOUUOP op SInd\eyOdxo xne JopueUap & 
souepus} snjd no yuo sinayoid sa] ‘pooz UA ‘sunoqoid 
So] Jed sosrxa s}UDWUINDOp Sop oINjeU kL] Jo BPURWIOp 
ap snssadoid 9] Ans yUdjNoIad91 9s SoxoUUOD sonbst4 
So] 19 UOT]EIIOdXd | B SOJUSIYUI SO}[NOYJIP So] 


SADIYLVLUOdXa FWd 
$31 YNOd XNIANODIY JGNYWIG 3d SNSSII0ud 


“sIndyeLIOdxa sap % [p & JWOWIATVIedUIOD “OSI[IQOUTUT 
joe un Ja0ueuy Inod spuoy sop spuewap yuo 
someyalidoid sane sao % Q¢ ‘ayoURADI UY “(Pp sINSY 

RB] ILOA) JUoWIOddo]aANp-dYdIOYOOI B] 19 JUSWO[NOI 

op Spuo} ANd] JooueUY Inod [eyded np Jopuewap ke 
AWd op sosmejoridoid sane soy onb sduepusy snjd 

Nd JUO sindjeyIOdxa soy ‘pOQT ua : [eydes np onagid 
uOT]eSI[IN,] op syideyo ne syievd9 sap Issne dAIasqo UC 


‘TeJUIWIOUIDANOS JoId UN NO UONUSAQNSs oUN JopueWop 
® xnoiquuou snd stoj xnap jo soidoid xnejzdeo sed 
jusWs.URUY Np Japuewiop & xnoiquiou snyd stoj ston 
jusUaTJoUUOTIOdoId 939 yUO s]I : soI|qnd spuo} sop 

}0 soidoid xnvyideo red yuotsouvUYy Np spuewop 
jUdANOS snyd Issne UO sindyeyOdxa sa] ‘p Nes]qQe} 9] 
UBIOUID} Ud SUIUIOD ‘sINd}e}10dx9-UOU Sap % g] 12 
sindyeyodxa sap % gz Jed MOAKS B “pOOT US ANd OP 
somrejotidoid say sed sopuewiap snd vy jeydes op swu0F 
RB] 1e19 yUNIdWI Jed yUoUISOUBUY dT ‘sIndyeyI0dx9 
-UOU Sop % €Z 39 SINd\eLIOdx9 Sap % O¢ JUdTUESTOOId 
snjd jos ‘ous9}x9 JUSWINDURUY Np spueUap UO 

ANd 9p sostejgtidoid sap (% pZ) uenb 9] “POT UA 


‘(Z INS LI LOA) sin9dye1I0dx9 ,p 99Aa]9 

snjd uoneUsoUOD dUN dANO] UO saTjonbsay| tued 
‘o][Ie1 opueis snid op qd Sop xnejzdes ud sutosaq so] 
IOAB ISSNV JUIPIJOIUOD SJUSUIZ]9 S90 “stoyaynoy, ‘soidoid 
xnejyided op no sinasstuINo} sop soidne [eIoIOUIUOS 
JIP9IO op ‘a[RJUSWI9UIDANOS UOTUSAQNS op “[Ieq 

-JIPSIO ap ‘(IPS1d ap 93189 NO JIP9sO op 9BIeUWI ‘OUID} 

B JoMd “x9 “d) d[RIOJOWIWOD OUBdIO OP SULIOJ SNOS 
JUSUTWULJOU “OUIO}XO JUSWIDOUBUY UN JOII[[OS & AWd 
sorne soy onb xnoiquiou snjd jualos sin9ye110dx9 so] 
anb saouvys sazioj op & A JI lonbinod 3sa,g *xneasanou 
S9YyoIeU 9p jo SyINpoid op yuswaddojaagp ne sodl] 
sasuadgp sa] onb tsure ‘suaiq sop uolIpedxa,| 19 aJUSA 
RB] aUS aSueYS ap xne} sop UONeNjONy ek] ‘oyIWUIOJUOD 


ap s}Nod soy] “IasueNs | e sodeAOA soy o[dusaxa 
Jed ‘[BuOlyeUIO}UI SDIOWIWIOS Nv S9IDOSSB $INOd Sd] 
JIIANOD Inod xnezIded op Ulosag jUO SsINd}eLIOdx9 soT 


SANUALXI XNVLIdVD SAG 
YALIOITIOS VW JONVGNAL SNId LNO SYNILVLYOdX| Sj 


LNIWIONVNIS 


“pOOT ‘Ssasiudasua 
sauuadou ja sajijad sap juauaouvuy aj ins ajanbug “epeued onbysneis 
“JIN d Sop Jusws0URUY 9] Ins sYydIdYIOI op SWWIBIBOIg : ddINOS 


91 Ce uonses 
ua saouajadui0d 


Ze 9¢ quowsoueUYy 
ne so0y 


Ib tr aourinsse p | ostidenua.| op 
SOUL IMOLQUT | YW 
9¢ 16S o[eJUSUWISUIOANOS 

UOTJLJUIUII[S9Y 
60 te e9ytjenb a1Ane,p 
-UIVU B] OP JOA 
“hod B synougid 

OV (Gy opuewop 

RB] op su[iqeysuy 

es Ss uontsodut .p 

XNOAIN 

(a8e}u901n0q) 

ad 


astidenud .| op 
INOIIO}X9 | V 


$991.98).10dx9 
AINd 


so.ny 


£007 ‘AINd Sep uondes.ed vy uojas 
sastidai1jus sap yUsWIOddO]IAgP NE 39 IDULSSIOAD BT B SBTIVISGO 


¢ neajquy 


‘JeIPUOW dYydIeUI 
3] SUep SUOTIeLIOdXS XNe JUSWIIAT}RIAI S9DUd}ad OD 
Sop 32 saouRSsIeUUOD Sap ILIanboe .p s}UvdSLIIP sind] 

Inod 9}1ssa09uU vy B o1N9-jnEd jUdNT} INb 99 ‘astidanUd ,| 
dp UOT]SdS Ud sadUd}9d IOS sap Jadndd0~eId as B 

AW d sone say] onb xnoiquiou snjd dnooneag 939 3U0 
SINd}eLIOUX9 So'T “AdURSSIOIO IND] B 9]DeISGO JURLIOdUII 
un yrejuosoidol JUsWOOURUY ne s999e | onb asnbiput yuo 
SINDILIOAX9 SOP S191} J] “pOOT UY “SUI[IQeuyWoI s[qIej P| 
op TAINS ‘\UdANOs snqd a] UUOTJUDW DUIOIUT 9]9¥}SqO | 

JUSN{ISUOS dDUBINSse _p Sod say ‘UONeWOdxXa | & SOT] 
sjnod xne je] ev INnb 99 uq ‘sayTyenb o1ANa ,p-urew 

RB] OP JOANON & O[NOYJIP Ll JO[VUBIS B AWW Sone so] 
aonb xnoiquiou suzow dnoonesg juswWs][auUOT}IOdo1d 


IWd Sep juaWIa.UDUY 3] ANS BYy1aYyI01 ap aUIWIDABOg 9 


eee 


919 1U0 sInoyeyOdxe so] ‘JUBSS919]UI We] ‘ostIda.nua,p 
sollejatidoid sa] Issne yey9Inbur sinayeuuosuos 

Sop apueulep P| ap siTIquisulT “(¢ Nes[qe} 9] 

IIOA) uOTyednod09I1d ap ddINOs oUN JUSTeNINSUOD 
s}oduit soy ‘ssoLneyIOdxe Fg Sop sytowi vy] op 

snjd nod ‘O07 ep s19enbus | ve juedionsed qypg op 
soitejatidoid sa] red yusanos snjd 9] s9uUOTUSW 
uonednssogid ev] 919 JUO UOTSOduI.p xneaArU saT 


‘S9SIx9 SorreyUoWa|ddns syusumNdo0p 

Sop 19 JaUUOSIod Ud SUIOSAq Sop ‘sJOTURNOP s}UdID]SOI 
XN® 9IWIOJUOS BT op ‘soyoseW op yusWaddojaagp np 
‘SOYIpOU Jo xNVdANOU s}Inpold ap UONROLIQeR] eB] Op 
‘sorlejusua[ddns soseAOA sap JUR[NOSEP S}NOd so] 


‘sostidamuo sane so] Inod ¢ [9 SQg JUOWIATNES 


91]U09 ‘QUUDAOU Ud SIL[[OP Op UOT]]IW 7] op someye,p 


dIJIYO uN gsI[VaI JUO sadINeOdxa FI $2] ‘POOT UT « 


aAa]a SNjd sauipjjy,p 
SAYIYD UN JUdsI|pa4 SANayOyOdxa say 


“pOOT ‘Sasiudaajua 
sauuadou ja Sajijad sap juauaoupuy aj ans ajanbug “epeueg onbysieis 
“ANd Sep Jusws9.URUY 9] INS BYyoIOYOOI op SUIWURISOIg : ddINOS 


“SJUDLUZ]A SOp SWIWOS P| B sIPUOdsaLI09 
sed ou ynad ]e}0} 9] ‘sayqruodsip sed yuos ou uR]Iq 9] NO syeI[NSoI Sap s}e}9 
Sd] INS SO9UUOP SoUTeIOO anb ja SIPUOLIC 919 UO SOIJJIYO Sd] SWIWIOD x 


snied9.1 
80€ Tel L69 9LI 


uou saoyoueg 


86¢ 8IE Oty SSt 9ST[IQourwy 


LS Lit L8C VOV 


soidoid 
xneyidey 


9UL19} JANOD jJOOV 


sjoduil UBAR 
[ae | ements 


(SAv]jop usa suudAOJA)) 


AINd 
sony 


$991.1)0}.100x9 
ANd 


xPO0Z ‘SAsIULUY $3879 SEP SAJIYD 


7 nesqeL 


JOWNSSe JUSATOP S1Nnd}eJOdxo say ‘ano U *xneoANnoU 
SPYIIVUL 39 SJUSTI[D So] Ins SooiIUI] soouRSsIeUOD 
“SoT[oinyynd 39 sanbrysinsul] ssouasaypip ‘asuevyo op xnr} 
Sop UoNeNnjony : so1gipnonsed saqnoyjip sop e yUaLINEY 
9s JU9}I0dxo Inb sayfa srew “Ay Se] $910} snod 
sojuB}Odu JOS sYyoIeW Np sopuewap xne yUsWepIder 
IIseV9I ap 9110¥d¥9 eI 19 a][oUUOTWesTULBIO ossa|dnos eT] 


SADIMLWLUOdXA FW S3G 
NOl1da9u3d V1 NO13S JONVSSIOND V1 V SATDVISIQ 


“PO0T ‘Sasiddasjua sauuatou ja sajijad sap juauaououlf a] ans ajanbug 
‘epeued onbysneis “qd Sep JusWIooURUTy 9] INS aYoIOYOOI ap DUIUIRIBOIg ; BdINOS 


(suoneviodxe xne syqenqiye 
SoMeIje Pp dYJIYd np asejusoinod) 
susus}Uy 


(quoyodxa inb 
AW d Sop o8equsoinod) 
uorsuodolg ge 


ae) 
° 
FS 
5 
Q 
ia} 
=! 
2 
& 

ag 
oO 


POOZ ‘[PLYSNpu 193998 9] UOTES 
suonej}10dxa sap 9}1su9}UT 39 UOVR).10dx9,] B UOIsusdoO1g 
€ dns 


“AWN d Soune soy 19 SooLeIOdX9 Ad S93] 91US 
SO|QVIOPISUOD SJIVI9 SOP INJOSSOI WR] “pOOZ Ua sednois 
xnop sop Joroueuy [yord 9] oreduroo tnb *Z neayqe} 

IT ‘dAWd seune sap myjas onb 9agj9 snyd soy xnap 

ap said yreje soolneyodxe qd Sep Jissed 9] “sinaypie 
reg ‘soidoid xnejzideo sop ajquiasua.| op yo siued91 
UOU S9DYaUNq Sop “[e10} 19 SULA} WNOD & JIVOe.| Op 919 
nev SddAdI9 Snjd yUIWIOOU SINI[BA Sop 91B[DEP JUDIE 
sosiideua seo aonb anbiso] ouop jse I] ‘(seAo[duus 66 
B QZ OP) dI[Ie} apuess op AWd Se] twued sinoyeyodxa,p 
o8vjuRAep dANO] UO ‘7 oINSyY ve] onbrpur,| suu0+) 


Cc JWd Sep JUsWa2UDUL a] ANS BYydAaYIe4 9p sUIWIDABOAg 


“SJOLNSNPUI S.1N9}9as Sd] SNO} suRp sastIda.Ud $99 9ANOI] UC “jUoWsddojsagp 
-QYOIOYOII VI B SJUDUIASSTISIAUI SIN] IP % CZ Op snyd JoJ9BsUOD JUSIE[IP SosleaLIdOId sa] JUOP Sa][99 JUOS SSdLNBAOU SastIda.nud soT , 


‘juoMaddojaAgp-dYIIOYIOI Ud 9HIATIOV | Op SoINSOU 


So] Solde,p « ITOARS OP UONL.NUDOUOD O}IOJ B »> 319 DWIWOD S99I9PISUOD Sa]][99 ap 19 BpeUeD sLNSNpuU] Jed sarl[qei9 sIsoj;ouYde} Be] Ip 
J9 SQOUDIOS Sop SUTRLIOP Np SaLNsNpur,p So11039}vo sop osldsul,s « OARS NP ILYSNpUL,| op ds11do.yUS » UOISSdIdxd,| 9p UONIUIZSP BT . 


‘(FIN d Sone sap injao suep ¢ [OL SS 1° SNdeyOdxo 
SOP SBO d] SULP SILT[OP Op UOT][IW 7 [) ANd Ssoune 
Sop Injao onb 9aaja snjd stoj xnap suUdAOU Ud 939 

B SINd}eLIOdXd sap soMejje Pp WIJIYS 9] ‘pOOT UW 


SADULVLYOdXS FJWea_d Sid YIONVNIs LNIWAIGNIAY 


“UONVOLIGR] B] Op 39 STOUUOISSaJOId SOOIAIIS SOP 
‘sorreulid syinposd sap jo sinj[Nose | op “[IeJap op no 
SOIS OP SdIOWIWIOS Np sindjo9s sap sastidanus soy Inod 

sJo] uN,p 4sd UoTOdoId eT ‘OARS Np SLYSNpul,| ap 
AWd S93] Inod % sp anuos ‘uoneyodx9 | eB sjqenqiynye 
1119 SOOLNVWOdXS Ad Sop souepe p sly np % EE 
quUdKOU Ud “POT UY ‘JOLISNpul I1n9,0as 9] UOTAS 
Issne dLIvA Aid Sop SuUOTIe}IOdxd Sap 9}ISUdqUTI J 


“suOTeLOdXd xne sayqenqie JUdIE}IO OARS 
Np oysNpUul | 9p ANd SeP Son9991 Sap % Sh “POOT UA * 
‘IIOARS NP SLYSNPUL,| 19 SODIAIOS SOP 
IN9199S 3] SUP 910} Snyd jso SUOTeIIOdKXd Sap ayisuajuz | 
stew ‘dgagq9 snjd ev] uoNeyOdx9 ,| e Uuorsuadosd kb] 9AIOSGO 
UO,| onb sasoLINjORJNURW SostIdaNUd Sd] ZYS 1S9,-d « 


AIOADS NP SILAISNPU,]| SP Sajjad BW yo SadiAAas 
ep sajja2 p ploddpu und sasainppjnunw 
sesiidasjua say] suDp uoljDLiodxa 7 


‘ UOneOdxd | op Sorlejye Pp IJIYO 

INI] 9p % [Tp URI “AWd sone say aonb 1oy0dxa ke 
sosnoiquuiou snyd stoy s1oy jUSWAaT[aUUOTLIOdOId a9 
UO ,SOOLNVAOU Sastido.Ud So] ‘d1jNO UY *.SueI puodas 
ne JUSALUP “pOzT Ud SINd}eLIOdxa .p % L] JUaTeidUIO09 
Inb ‘IOAvS NP ILNSNpPUI,| 9p AWd SIT (¢ NBy e| 
JIOA) QOOZ US 9AIOSQO % 67 OP xnv} ne yodde sed 
assney 91989] SUN HOS ‘EpeURD Np INIII9}X9,| B SUdIG 
SOP NPUDA UO sjURdLIGR} Sop yUdd INod UN 49 dyUdIL, 
‘uonleyIodxa | e uotsuadoid sno] sed yuonbrewep 

9S SJUBSLIQKJ Sd] “S[ILNSNPUI S1n9jd9s Sa] sno} sueq 


uaLuOdxX3 V 

SASNIYAWON SN1Id LNIWATIZNNOILYOdOdd 
INOS YIOAVS Nd JILSNGNI,1 3G 

S41139 13 SAUAINISVANNVW 3JWed S37} 


‘sostidanua sap 

d[QUIdSUd | OP % €°8 B JUOWAANLIVAWIOD ‘SddIAIOS Sop NO 
SUudIg Sop juaTeyIOdxa (suIOW no sue xnap sIndap az1A0e Ud) 
asvliewap ua sastidanud sap % 7g UOIIAUD “pOQT UA 
UOI}DII AND] Sap 

B/MUOIJNUADJU! UOIJDIOA BUN Nae JUDAD AWd 


‘(S661 ‘[]9q) StasueNS soYyoIeW 

Sd] INS JOSsa INI] sIpudid ev DOURSSIOIO B] JURISOTIALI 
SOSLIdaUS Sdp SJUBIBIIIP SOP UOTJUTWIOIOP P] 19 
sogis9jul Wodsues) ap somnjonyseIfUr Soy ‘soyeIpUuOUT 
SUOTJVOTUNWIUOD Sap B sgd0e | Jed anbijdxa_s 
sostidonus .p odd} 99 ap d0uajsTx9,.| onb ayqeqo.d jsa 
[J ‘XNVUOTeUIDIUI SOYdICUI Sd] INS I9DUR] 9S Op JUBAR 
QVUONLU NO JRUOIZdI IT[9YO9,| B 9IOID ploge .p 
JUSATOP SastidanUs say] onb 39 a]jonpess sdURSSIOIS 
oun .p WNIf 9] Iso UONKWOdx9 | aonb juR[NoA sasoyjodAy 
So] UOTJsONb Ud JOWIdI « UOIJVIIO IND] Sop syeUuONeUIOIUI 
UON]BIOA »» dUN Nd yuRAB SostIdanUd.p sdUasaid aad 
‘sorpqe}a UdIG FWd Se onb 19310dxa e& sasnoiquiou 
Issne juaTe}9 sue bulo op surow sindap az1ATj0e Ud 
sostidanud so] ‘pQOT UW “AoURSSIOIO Op oIsaxe.ys onb 
UR} US UOTILLIOdXa | B SINODAI 9] INS 9DUdpTIOUI,p 
JIOAB O1J9NS d]QuIAaS OU SostIdaUS Sap 93B /T 


‘uorsuedxo 

~ gunone jueAoAgid ou somejotidoid sap % /¢ JUdWOTNES 
e yoddel red Suareyodxo samejatidoid $30 ap % SQ « 

“SOIATION Sd] JIBIL[D Ud ,p NO ss1dosjUd INI] Op IIe} P| 
dI10199¥ ,P UONUDJUT | JUO Fd op souejotidoid sap % pE « 


BIUDSSIOAD Jo UOLWDLIOdxy 


Wd Sep JusWadUDUYY 3] ANS AY 24aY4Ie1 ap sWIWIDABOAg 


‘ostidanua IN9] "P00T ‘sasiuda.yua sauuadou Ja sajyjad sap juawaounuif a] ins ajanbug ‘epeued | 
ap eaidord xneqdeo S93] roSeyred e sasodsip OuIp anbysneis “qld Sep Juousoueuly 9] IMs syosayool op oumteIOIg 22010 |} 
: st : : ‘sgho[duia 66h B COI Ap JuL}du09 sasiidanus s9] } 
ase sinojey10odx9-uou So] onb xnoiquiou snjd SIO} Inod saguuop op sed apassod ou uo ‘syurpuoda: ap xney a[qley np uosiel ug , 


(suoneyodxs xne 
a1qengqiine saieye Pp oJiyo np aesejusoimod) syisuo}u] ARR 
‘gstidaua Ind] ap aeridoid eR] op aseyed ne yey (uayiodxe nb qd sep a8eyus0I1n0d) uorsuado1g ay 

sXo] dua Pp 21QUION 
61-S Vaal 


xnoap JusWa{[suUOTIOdod judTe}9 sIndyeLIOdx9 so] 


B nb 99 us sasejotidoid sop apne | suep issne 
d19YOI 9S DOURSSIOIO BR] B d9pJODOR doURVOdUIT J 
‘IoWodxe & sone so] onb xnosquiou snyd stoy xnap 
yuoWa{[sUUONIOdOId JUSTe}9 BSIIdINUS IND] O1}IOIO SITE] 
jueyeynos saseystidoid so] ‘poz ud astidaqus ins] ap 
SOHAIIOV SO] IISILTI .P NO d[[Ie} eT OITOINNV Pp UOTJUDIUT, | 
ILOAB YIP JUO SouUUSIpeUed FW op sostejotidoid sap 
Sion oJ ‘UoneOdxa | 39 ostidanua,.p soiejotidoid sap 
uorsuedxa .p sjofoid soy o13Ud UdT] UN Issne dAIAaSqO UG 


aseJUIIINOY 


JONVSSION) V1 
ANFJIOFNAd SIDILWLYOdXA FWead S37] 


‘soAO[dwd .p d1QUIOU 9] 19 SUOTIELIOdXa sap 

SISUDIUI .[ “UOTIELIOdxa | e UOIsUadoOId eB] OUD SaAIaSqO 
SUST] SOT 9ISNI[I 7 omnsy BT JHoaffo UOS WOIDOe x P00Z ‘eStide.1nU9 | ap a]1e} ev] UOTES 
asuidanua gun.nb aInsoul & suawSne uoneyodxa,p SUOI}L}10dX9 Sap 9}ISUd}UT Jo UOHI.10dx9,] ¢ UoIsuadoig 
$9}]9001 sop uoNsOdold ev] sayjanbsa] uoyas sansa 


SO9PI S3] JUISIPAUOS SUOTSNTIUOD SdD °% $6 OP ap ored opueis oun jUdI sooleyodxe souusipeues 


doUeYUOS op NRdAIU UN INOd INoIA,.p sasIeU Sap nud} sostidenud soy ‘aq[Ie} Ino] oyodul nag ‘(suoneyodxe 
3}dWI09 sar1039}"9 sane sa] Inod dArasqo Inj{Io kB XNne s[Qenqiuye somejye p sJIyo np osveyusoi1n0d) 
AIe]IWIS o8e}UDSINOd UN }Os ‘% BE ap Iso (QA0]dwa suoneyodxa sap 9}I1sud}UI | UoOU ste ‘(saAo;dwea ,p 
unone) sayyjed snjd say qd Sa] ZoYyd suoNeyOdxe sop diquiou) sastidanua sap o{][ Ie} B] 9p UOTOUO] us 
SISUDIUT TJ ‘UOTeLIOdXa | B SOJUDA SOP $9}1999I SIN] austUsne sdolyeylodxe sastidenue.p uonsodosd ey 


"POOT ‘Sasiddaajua Sauuadou 
Ja sajyjad sap mawaououyf aj ans ajgnbug ‘epeued onbysnerg “qWd Sop JuowaoueUTy 9] ANS sysIOYooI ap suUWIeIBOIg : 9OINOS 


(% 89) sue QL ap snd 19 (% 61) (% 9L) sue OT ap snjd ya (% FI) 
sue ()] 19 ¢ oud “(% ¢]) SUB ¢ Op SUTO/J 


sue QI 10 S OUD “(% QI) SUB ¢ Op SUIO/\ 


nsue 

(% pI) sensur| (% 11) sansue| 

somne 19 (% 6) steduey ‘(% 9) ste[suy ee ae sazne 19 (% 9) sreduedy “(% €L) sIe[suy 
(% OL) sue ¢9 op snid 19 (% L8) (% 8) sue ¢9 ap snjd 39 (% 16) 


sue $9 19 YE aNUA “(% ¢) SUB LE BP SUIOJY sue 79 10 (YE MUA “(% |) SUB OE OP SUIOJ\ 
SO[QISIA SOPIOUTTA, 


(% €) S]UBISTUIUUT 
xnesanou ja (% Z) soadeoipuey souuosied 
“(% Z) SouoIpOOIN'Y “(% 9) SO]GISIA SPUIOUII\| 
(% OZ) S}elweusyed 

19 (% Lg) somuoY “(% ¢€]) SOULS] 


| saatejgtidoid sap sonbijst19}98.18-) | $991.1}0}.100X9 WINd 


(o% |) S}UeISTUIUUT 
xnB9ANoU Jd (0% 7) Soodeoipuey souuosied 
(% T) Souojyoony “(% L) SE[qISIA SPIIOUTIN 
(% QZ) syelreuszied 

19 (% €9) soumuIoY “(% L]) SOWIE] 


ANd seyny 


dxag 


(F00Z) s[yoid sap uostesvdui0) 
[ neo[qeL 


zainsiy | 


{ 


| 


¢ IWd Sep jUaWIa.UDUYJ 9] ANS BYyIA9YyIeU ap sUIWIDABOUd 


‘(Z SINS ev] IIOA) 

SODIAIOS NO SUdIG Sop d.10dxo JUO SPAO[AWIO 66 & 
OZ op Joasyo un juvde sastidanua sap yenb oT 
“UOTIeIIOdXa | B SOJUDA SOP dIe[I9p 1UO SoAO]CWID 6] 
® ¢ ap jue}dui09 sastidanus sop judd Inod oZIoIL, 


“UONeLIOdX9 | B SAJUDA SOP sIeTEp UO sostIdaUS 
-OIOIUI $90 ap JUDUATNIS 0% g stew ‘saXo[dura burs ap 
SUIOU JUd}dWIOS souUaTIpeUed sostidanuUs sop syJOfew 
opuvis ey ‘UOI}eIOdx9 | SUBp JNU] 9S Op sostudaNUS 

soinod soy xne yuayjouLed Inb sinajoevy sap s1quuiou 
N& JUOS SOIOWIUWIOD Np dJUKSSIOIO UOTWSI[eIPUOW BI 19 
UOICULIOJUL,p xNvasal So] ‘sodsues) sop UONeISOIUT | 
‘SUOTJVITUNWUUI099[9} SOP JULSSIOIOSP 1NOd IT 


SaSlddduLN3 S30 ATIIVL V1 3G NOILONOdJ Na 
SNOILVLYOdX] S30 LNAWASSIONDOV,C sALNIsVvIOd” 


“OTe 99 INod san{NoA saouessteuuo0d 

Sd] 19 S9DUd}9d IOS so] sInbow aJODUS sed jUO,U S{I,Nb 
a9-jnod onbiput mb 90 ‘pogz ud aytodxo jUO (suR OF 
dp suloul) sostidanua.p somejotidoid sounof sap 

0% | JUDUID[NIS “(1 66] “JOYOST 19 Joqnoy) siosue.no 
somreuayied sop Jastj{iqoul ap sajqndaosns snd juos 
SO][9 Jed “oTBUOTJeUID}UI DOUdTIad x9 oUN yURpassod 
uolsa3 ap sadinbs sap seo 9] Suep ajuaprag snjd o109uU9 
4S9 SUOTILLIOdXA 39 UOT]SAB Ud sadUa}ad 0D ou 
UOTeIDOSSB 91399 ‘sapnye soy soide.q ‘(7 Nea]qe} 9] IIOA) 
UONLUOdXd | B SAJUDA Sop JoIe[DOp B SayUdULIad x9 

nod sansojowoy sinaj onb xnaiquiou snqjd yuare}9 
UONSEs Ud 9DUDLIOdxa.p sue Q] op snyd yuRduUI09 

AWd op sosejotidoid say ‘pogz ug ‘euoneusoqul 
SYdIeU! 9] INS UONSES BI JoINsse nod soilessad9u JUOS 
sosatpnonsed uoNsas Ud saoua}9d WO sap 3a SadINOSsal 
sop onb Isure yore Np sdURSsTeUUOS sug oUL) 


NOILVLUOdxX4 LJ NOILSID Ndi SIJONILIdWOX 


WdOdd 


‘QUOdXO SIOTS JUSIVAR [BINA NaI]IU Us % / 39 UTeqIN 
nolfIu us sastidasus sap % Z| onb yuenbiput “~Qogz ep 
XN9O D9AB JOIeAWIOD B JUOS SOIJJIYD SdC "PeINI nsiyru 


Ud AW Sop Sed oJ suURP % 9 B JUDWIDATVeIedWIOD 
‘uoneIOdxa | & SOJUDA Sop dIe[D9p JUO UTeg IN NoTyIW 
us sognus ANd SP % 6 “POOT UA “[eANI noqyruu 

Ud SdI]qe}a SaT]a0 onb Jdy10dxa e sasnoiquuiou snyd 
jusWa|}oOUUOTLIOdOId JUSTeIO UleGAN NodI[IW Ud AW So] 


‘JUSDUUOISTAOIAde .p souTeYd Sop s1TVIPUI9}UI ,| Jed 
souudIpeuRd suoljeyodxs xne Ad Sop UOTNGLyUOS 
RB] dIpusidutos ustg nod yussoduils sosejuswa,ddns 
SOYIIOYIOI SOC] “JOIJUS OpUOW J] SUP d}INSUD JUd}I0dx9 
Inb (SINISSTUINOF Sds 1d I[IGOWOyNe ILNSNput | 

“xa ‘d) sastidaus sapueis op yuouauUOIsIAOIdde .p 
dUTLYD PB] B S99IS9IUI JUOS sastosaqonb 3a souUsTIe}UO 
SoIDLINjORJNUeU Ad Sop spqeiooidde uonsodoid 
dul) ‘SUOTeLOdx9 so] INS Fd Sop sdUSprOUl | a9 
-jnod duIjsd-snos Uo ‘saJaLINjORjNUeUT sastidanuUd ,p 
UOT}e.IYUIDUOS 9310} Snyd ev] JUO sddUTAOId xnap sad 
SUNOS ‘SIOJIINOL, “PYOT US 90d x9 JUO Ad Sop 

% 8 “daGaNQ) NP 1d OLIRIUGO,| 9p s]quiasua | sueq 


[WIY’S98TS9/AF/JSU'9971S/99.1N0S}.10dx9/[03/8I"99.1N0S}.10dx9"MMM//:099q TOA, 
‘uoynjsodxa, 1 p spd-p-spd apiny “dul epeued odinbg : a01n0¢g 


‘]BUOTJVUIUI JUDWISSNSSAUT,| Op JUSTNOIEp 
sorgLNjoRjnuewl suOTye}IOdxa sap % C/ 19 SUOT]eIOdx9 
Sop % YS op snyd ‘xip Ins 1o;dura un,p snjd ‘epeueg ny 

"SODIAIOS OP 19 SUSI Op 
suoneyodxs sop puadap sro.1y ins 1ojdwio un “epeued ny « 


‘epeuey ne siojdura QQ IT 


JaAlasoid ap no 19919 ap ouliad suoneyodxa .p sie]jop 


Op PJel][IW | op syouey onbeyo ‘suoneumnse soy Uojas « 


‘opidei snyd ey souessios9 ev] ayouye nb suudIpeuRd 
STWOUOD | IP 1NDJ99S 9] ISO [EUOTJVUIDJUI DOIOUIWUOD 97] « 

"JN.1Q INILI9{UI yINpoid uosS 

ap % Op op snjd yuojuasordo1 suOTeLIOdKX9 Sa “dd1OUTUIOD 


3] Ins oxe snjd a] 3s Inb /yH np shed 9] Jsd epeuRD d7 


DPHUD’ ND BIABUIWIOD 9] ANS SHIDG 


‘(100Z “1911y9S) adoing ,p 19 onbyloeg 

np yesoyt] np sked sap uoneunsop & SUOTIe}IOdX<d Sa] 
Inod $9191109 sadutAold say ed JUdpISURT] SUdIPeURd 
SODIAIOS 19 SUdIQ Soy onb ze} Ne o.j9-jnod JuSUUAT} 
SOQUUOP Sdd “[BUONVUIOUI 9YdIeUI 9] INs sayuasaid 
jusiejs onbyuepy | 9p SsourAold sap Ad SOP % 6 19 


Wd Sep jueWa.UDUY 3] ANS aYyd41a4Ie1 ap aUIWIDABOAg Z 
cer LA ea! al ae ee 


(YOO SHeW ZZ IpuN| ‘valpYONG aT « ZOOT & £66] ‘SUaIpeULD 


sinajeyodxa sap [IfO1g ») sinayeyodxa ,p siquiou ne yey ev Inb 90 ua sjueyodui snd ey] assreq ev] aysIBorua & INDd}99S 9919 [NDT B 
yoddes red 7907 Ud % OT 9p Seid ap aynyo kv sod ap sor19UNIOD Np Insjoes np suoneyodxea sap ingjea ve] “epeueD onbysneis uojas - 


“SALJTYO S90 91QUS 9}991Ip UOsTeIedWIOD 


aun I]qeI9,.P 9]qISsodurt so [I,Nb uatg Is “SOoIAIas ap 19 SUdIG Op UOeIOdxXd | B SOIUA soy ANS UONCULOJUI | Op o[[Ionoe1 saszidaajua 
sauuadoul ja Sajjad sap juauaoupuyf a] Ans ajgnbug | onb 19,0U & 489 |] “1007 & Woddes sed % 7 OP assieq Ua *Z7QOZ Ud SIO} d1OTWUIDId vy 
nod 9nurulp B suarg sap 9110dxo jURAR SUdIPeURD s}UOWOSsI|qeId, P [P10] a1QuUIOU 9] [anbsy UOTas ‘sualpoudo sunajojaodxa sap auysi3ay 
np ied e epeued onbysers sed sag[nuioy SUOISN[DUOD say a10g0.1109 doURpUd} BI ‘a]UDIAJIP 110s assieq eB] ap Inojdwe | onb uaig , 


“P00T ‘Sasiudaujua sauuadou ja sajijad sap juauaouvuif aj Ans ajanbugq 
‘epeued onbusneig ‘qd Sop JuswisoueUL 9] Ins 9yoroyoor ap ouTUIRISOIg : 291N0S 


onbnuepy,| op ssourAoig 


99g9nd 
fo) Bieahe(@) 


INABUNN 39 SOITOPLIT, 


al 
a 
d 
SOLNVIg SOP S9dUIAODIG dO 
d 
Vv 


onbiuuejlig-a1quiojod 


PO0Z ‘UOIS9.1 Be] UOTIS S9d1.13uj10dx9 Ad Sep UONNGLYSIG 
J aansiy 


onbiuurzyig-siquiojod Pk] op ANd Sep % O] ‘| snsy 
RB] onbipul,.| SWWIOD “pOOT Ud JoWOdx9 kB sasnoiquioU 
snd say yuoWaTJoUUOTIOdoId 939 yUO onbHUeTIY .| Op 
SOOUIAOId Sap jo onbiuULILIG-dIqUIO][O_D B®] Op Sa]]99 
‘epeued Np SUOISII Sd] $9]N0} 9p ANd Se] HUIed 


SAd1NLVLUYOdX]A FJWed $31 YNOd ALdWOD 
IND LNIW3I13 NN ‘SAIHDNVW S3Id ALIWIXOUd VT] 


“pOOZT US SUOTIELIOdXd Sop WR[NOSEp sITBLJe .P IJIYS 
Ind] op sion 9] anb gieposp JO suarpeued sinoje}10dxo 
so] *,a]]181 a1jed san ap sinoqyeyiodxa xne ofqeyndurl 
NOLINS 1S9 assTeq B] STB “UONR}IOdxa,| B SAJUDA Sop 
JoIvjoap & SasnoIquIOU SUTOW juowa;;auuoTodoid 


919 UO FWd $9] lonbinod ssousI UC *,QQOT B HOdde: 
Jed % € Op assieq oUN HOS — pINQZ Ud SddIAJAS Sap 

No suatq sap 9}10dx9 UO souUaIpeUed Aig Sep 1u990 
Inod jin} *soInossaJ sap onb sure sayjauuonesiues.io 
soouajadui0s sap ‘sndied sjanuatn9u0d saseiuRAR 

sop Wed 101} op 39 UOTIe}O]dxa | op sipeo a] suep 
J][[9Y99 ,P SOTWIOUOSS Sa] 9}LOINNR ,p ‘sayoreu sinaisnjd 
ous onbsi 9] nsedas op SuoIssaIZeI US NO sayTUIT] 
SUSIPLULS SOYIIEW Sop JasudduOd ap ‘saraTuUOSTRS 
SOJUSA Op Sapotied soy Jasuo0joId ap ‘astidenua | ap 
SO}JOIII SI] SIWLOINIV Pp BJUOJOA kB] JUSWUIRJOU “sIN9}9Rj 
XNdIQUIOU ap JayNOdEp ynod J9,10d x9 ,p UOISIDEp BT] 


SINN3IGVNV 3Wd $Id SNOWVLIOdXy 


"saye}0} SoyO001 xne UOTeLIOdxa ,p 


$d}J999I SAP OWI 9] N]UdSgId91 SUOTVRIIOdXS Sop 9}ISUD}UI/] 
“epeuesd Np INdII9}xa,| & 
SOOIAIOS OP NO SUdIG dP S9}UDA Sap UdIE[Ep Inb sastdonus.p | 
uonrodoud ve] e puodso09 uone}10dxa,| 8 uorsuadoid v7] ; 
[leq B UOTRDO] Op 
10 JUSWUBOULUY 9p $9}9190S sa] anb Isule soaiyesgdood soj 
‘sayel[y soy ‘xneyidoy so] ‘UaWOUSIEsUd,p S}USUAssi[qei9 
sg] ‘sorjqnd sawistueSio say ‘JoeJON] UOU jnq e soursTURS10 
Sd] INJOXS UOTUYSP 2119 “pOOT US BpeURD Np INILI9}x9,| 
B SOIAIIS SOP NO SUdIq Sop NpUdA JO INb ‘s1e]]Op 9p 
SUOT][IW YG B SINDIIQJUI Sfanuue snudAd. Sap 19 sPXo] dua YS 
ap suIOU jURIdUIOD SaT[99 JUOS sadLVLIOdxe sastida.nue 
souuskow 39 saynad say ‘{yoid yuasgid np sutosaq sa] 1nog 


‘1oSueNY,| B SoIIeJe Sop JUOJ SusIpeuLD sap onbs.o] 
S9919UYS $9]}909I SO] 19 {IOSULN,| B SOTBIOIOWIUIOD SOYAIIV 
sop jusosaxa Inb souuarpeurd sastidasus sa] ‘epeurd ne 
Jonua nod sr1anuoy e] JUassdARI) Inb ‘saysiino} soy ‘a]duwiaxe 
red ‘syuat[9 sa] ‘sa8eAOA so] 10 syiodsue.y soj yUsUUUIE]OU 
‘QUUdIPRULD dJIIJUOY, B] JUSSsTyoUBIJ IND SadIAJas Sa] NO 
SUI S3] : XNVIDIOUILUOD SosuBYI9,p Sal1039}v9 ayenb v A |] 


suoIuleq 


‘uoneyodxa | 

op syoreul ne UONNGIyUOS 9jURVIOdUI oUN yUd}I0dde 
‘sooreylodxa sastidaus sap % 16 Wa}UaseIdoI 

inb “qWd S271 ‘(SOOT ‘epeueD yUoueddoyjoagp 19 
uoneyiodxq) sXed ne stojj Ins 1ojdwia un yuor9uas 
soolewodxe sastideaqud so'q “(9007 JOLIAgy “epeued 
aisnpuy) ayqnop onb snjd ev suaiq op souusIpeues 
suoneyiodxe sap 9]8}0} ANayeA BI ‘ZOOTZ 19 £66] OU 
‘(pOOzT ‘epeued onbrysneis) shed np ynJq INd1I9}UI 
ynpoid np % Op op snyid yuoreUSsaIdoI SDIAIOS Op 
}9 SUSIG Op SQUUDdIPeULd SUOTeLIOdXA Soy ‘pOOT UY 


INNIIGVNYS 
JIWONOD3,1 UNOd SNOILVLYOdXA SAG JONVLUOdW] 


‘SQUUAIPDUDD Sasiddadjua Sap 

uoisupdxa, Pp apOul a] JUDUAAIUOD Sasayjoddy sauinjsaa uoysanb 
Ud JUIUA]DBA JOWAA [J] ‘SAI1AAAS Sap XNad Ja UOINI1AGD{ VD] ap 
SANIIJIAS Sap SANAJDIAOdXA Sa] adjua Saduadaffip Sap aap auuog 
aun auuop jfodd a] ‘JUaWaUDUy ap SU1OSAq SANA] JA $AI1A]JDJAOUXA 


ANd Xnv sasdosd SsanbisisajIvAvo Sa] AauIupxa, p Snjd uy 


‘suoypjsodxa xno 

ajqonqiayp sasnfp, p alffiya np aspjuadsnod a] j10s 

‘« suoypjsodxa Sap ajisuajul »,] Ja ‘Juajsodxa inb sasiadasua, p 
aspjUuaodnod a] J10S8 ‘« uoyojsodxa,] p uoisuadodd » b] : Sadnsaul 
xnap ap 12 AWd Sap Juauaouduyf 2] ANS AYIABYIAA AP AUWIDABOAT 
np aayjiwjap Saauuop ap aspg v1 ap Aljdod v ‘pyQz ua ajaodxa 

juo nb sauuaippups AWd Sap Yosd a] apa] ajayjao Juasasd aT 


“SAD1AJDIJAOUXA AW d 

saa vp saad snjid ap AaSsadgjul, S ap JUAI1AUOd Jt “(QOQZ ‘adaqgafaT 

J2 AdAGaf2T “CQQZ ND Ja uimpjog) anbiwouora aduvssiosd 1] D 

ja 10]dwa, p uoljpadd dD] D ‘ajlaljonposd D1 ap Juaulassioszo0 un 

D Saal] JUOS SUOIJDJAOdXA SANA] QUOD UABUDAJA, ] D SAIAAIS 

Ja suaig sap Juapuad inb sauuarpound sasiadadjua sap ajo fou 

D] Juanjijsuod (FW d) sasiddadjua sauuadoui Ja sajijad saT 
Dppun) dsiujsnpuy ‘uoyHuiwipy oulisMUuy 

DMDHO,P d}ISAsAlUL “A9SIQ DADqung 


900Z eAquiajdas 


“SLIOJJO SODIAIOS Sap syeqoys oy;enb 

PR] 19 UOILIAI B] ‘astidanUd | dp SuUIOSaq Sop UOISUdYyoId IOS 
RB] SO}I[IQIssoooR | JURUIZDUOD dIDIOURUY UONNASUI 

Ing] op pre39,| B UOTORJSVeS Op oIBap a]qIey snjd 

9] 1U0 Inb sinaqey0dxs sa] JOS 9g — UOIBISHLS 


‘soidoid xneyides sed yuswooueuy un 
Jopuewiop & xnoiquiou snjd stoj sto1) yUoWaT;oUUOTIOdoId 
919 JUO sindyeyI0dxa say] — anbsta op [eyidey 


“FIN Sonne sap % 78 B JUOWAANLIedWIOS 
“‘pOOZ Us sodganoidde jusWID.URUY op SopuBWap sino] NA 
UO SindjeyIOdx9 sop % 9/ — JUSMIIIUBUY nv sapdVjsqO 


“FIN Sone sap % €Z 
JUSUWII[NAS 9.1U0d ‘“pOOT Ud JUSWOOURUY Np spueWop UO 


sooleyodxe AIWd Sop % 9€E — S9AV]P [BIIdvd UD SUIOSAg 


sANaNAOdXa sap jUusWdUDUL] 9] ANS 


‘yuayIodxo (sue xnap op surow sindap ay1AjoR ud) 
dS8vLILUUSp Ud SastidoaUS sop % 8 — UOIRI1D INI] 
SIP I[VUONLUIJUL UOLIOA 9UN Nod JUBA Sastida.1nUy 


“AWd sone sop 
o% /€ JWOUII[NIS & JUSWIDATVIedUIOD “yUd}I0d x9 DOURSSIOIO 


Ud ANd SeP % $9 — 9dURSSIOID UD SastIdsa.Uq 


“SOOIAIOS OP SOLISNPUI So] SuRpP 
ID9AIIP SN{d 4S9 Od SIeUT ‘d][Ie] OP Sd110B9}e9 Sa] S9yNo} 
Tued ole] IWS Jso (SUONRIIOdxe xne s[qenqune sorejye.p 
oyTyo np o8ejUs0IN0d) suo}e}.10dx9 sap 931SU9}UT /T 
‘(quayiodxe inb sastidanue 
sop oseyusoinod) uone10dxa,| & uoIsuadoad 9310} snjd 
RB] JUOYouye Inb MOARS Np dLYSNpUl,| 9p NO UORdLIgRI ey] 
OP 1Nd}99s Np Sd]][9d 39 d]]1e} OpueIs op AW Se] WWOS aD 
‘PO00T US SreT[OP 
op Sprel[[IW pp op snyd op o]e}0} ANOVA 9UN,P SAdIAIOS 

Sap no suaiq sap o310dx9 uO qd Sep 3u90 Anod jiny 


sinaynpiodxe sap jijoid a] uns °*° 


700Z Anod sjupnjjips syulog 


SOD LIOdXS AWd S27 


IWd Sep juswasuDUYy 
3] INS aYydA9YIE1 ap auiWDABOjg 


SASIddaLNA SALILad SAC 


JUIUIOIUBUT op STHO1g 


Bpeueyd jo 
JUSLUUISAOE) 


epeuey np 
JUSLUSUJBANOY 


i+] 


| 


Government 


Gouvernement Publications 


q id du Canada 


SMALL BUSINESS 
CAL 
TST 
-SH 


Government 
of Canada 


SME Financing Data Initiative 


Financing Profiles. 


June 2007 


Small and Medium-Sized Enterprises in British Columbia 
Christine Carrington, Industry Canada (National Capital Region) 


Because small and medium-sized enterprises (SMEs) account for 
nearly all businesses in British Columbia, they are strong drivers 
in job creation and provincial economic growth. SMEs are also 
strong contributors to productivity, and have led larger firms 

in productivity growth in the last 10 years.' The big role that 
SMEs play in B.C.’ economy requires a sound infrastructure 

to facilitate their growth and expansion. Access to financing is 
critical for these businesses to develop and expand. This article 
provides an overview of the characteristics of SMEs in B.C. and 
looks at the differences in financing activity between the average 
B.C. firm and the average Canadian firm, using data from the 
SME Financing Data Initiative. 


Summary of Key Findings: British Columbia is home to 

a wide variety of SMEs in all industry sectors. The financing 
activity and needs of B.C's SMEs are very similar to the average 
Canadian firm. In B.C., debt is typically the most requested form 


of financing by SMEs, with a small number of firms seeking equity 


financing, as is the case in the rest of Canada. Risk capital is a 
growing source for capital among high-growth and technology- 
focused SMEs in British Columbia, particularly as provincial 
tax-credit programs encourage investments at the early stage. 


Definitions 


This analysis defines small and medium-sized enterprises 
(SMEs) as commercial (for-profit) businesses with fewer than 
500 employees and less than $50 million in annual revenues. 


Excluded are non-profit and government organizations, 
schools, hospitals, subsidiaries, co-operatives, and finance and 
leasing companies. 


This analysis compares the profile and financing activity of 
SMEs in British Columbia with national averages. 


Amy Mar, Industry Canada (Pacific Region) 


GENERAL CHARACTERISTICS 
SMALL Firms Make Bic Impact in B.C. 


According to Statistics Canada’s 2004 Survey 

on Financing of Small and Medium Enterprises, 
approximately 200 000 SMEs operate in British 
Columbia.’ This represents roughly 15 percent of all 
SMEs in Canada, which is slightly higher than B.C.’s 
share of the Canadian population in 2004 at 13 percent 
(see Table 1). 


Table 1 
Distribution of SMEs, Gross Domestic Product (GDP) and 
Population across Canada, 2004 


Atlantic 
Provinces 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


Statistics Canada, CANSIM, Table 051-0001, Estimates of Population, 
by Age Group and Sex, Canada, Provinces and Territories. 

Statistics Canada, CANSIM, Table 384-0002, Gross Domestic Product, 
Expenditure-Based, by Province and Territory. 


' RBC, “Small and Medium-Sized Businesses are Driving Productivity Gains,” October 2006. 


2 Survey data exclude non-profit and government organizations, schools, hospitals, subsidiaries, co-operatives, and finance and leasing 


companies. 


3 Statistics Canada, CANSIM, Table 051-0001, Estimates of Population, by Age Group and Sex, Canada, Provinces and Territories. 


SMEs are a major job creator in the Canadian 
economy. Employment growth in SMEs was estimated 
at 2.4 percent a year from 1983 to 2003, more than 
double the 1-percent employment growth seen among 
large firms.* During the same period, SMEs created 
more than 78 percent of all net new jobs in Canada. 

In B.C., small businesses with fewer than 50 staff 
members employed one million individuals in 2004, 
representing nearly 60 percent of all private-sector 
jobs in B.C.° 


SMEs in B.C. are relatively young, with a higher than 
average proportion of firms in operation for less than 
three years.° Roughly 14 percent of the province’s 
SMEs are in the start-up stage, compared with 

11 percent for the national average. Half of B.C.’s 
SMEs intend to expand in the next two years. 


Figure 1 
Distribution of B.C. SMEs by Business Size, 2004 


60% 
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0% 
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Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004. 


Exporting is one possible growth strategy for B.C. 
firms given the province’s business, trade and 
transportation networks with the United States and 
the Asia-Pacific region. One out of 10 SMEs in B.C. 
exported products or services outside Canada in 2004. 
This is slightly higher than the national average of 

8 percent. Export sales play an important role in the 
provincial economy, having generated 20 percent of 
the total provincial gross domestic product (GDP) in 
2004 and comprised one third of total revenues for 
B.C.’s exporting SMEs. 


Mostty SMALL Firms In B.C. 


The financing needs of SMEs depend largely on 

the size of the firm. SMEs in B.C. are mostly small 
businesses, with 97 percent employing fewer than 

20 people (see Figure 1). Medium-sized and large firms 
are more likely to seek external financing, whereas 
small firms typically turn to informal sources of capital, 
including personal finances.’ 


The self-employed are prominent in B.C., representing 
nearly half of all of B.C.’s SMEs, similar to the national 
average, although less than the Prairies at 60 percent. 
From 2000 to 2005, self-employment rose 20 percent 
in B.C., much more rapidly than the 9-percent growth 
seen overall in Canada.* The majority of self-employed 
individuals (76 percent) worked in the services sector 
during this period, the rest in the goods-producing 
sector. Self-employed firms are more likely to use 
personal savings and personal credit cards to finance 
their operations compared with larger firms. 


*BMO, “SME Job Engine Drives Canadian Employment Growth,” Small Business Research, Vol. 3, October 2003. 


° BC Stats, “2005 Small Business Profile.” Note that small businesses are defined in this report as those firms with fewer than 


50 employees. 


° Firms less than three years old (i.e. businesses that first started selling goods or services between 2002 and 2004). 
’ Corporate Research Associates, “The Canadian SME Report, Spring 2005,” July 2005. 
* Statistics Canada, Labour Force Survey, Tables 282-0089 and 282-0012. 
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B.C. Firms DoMINANT IN SERVICES 


SMEs in B.C. operate in all major industry sectors, 
with 79 percent (see Figure 2) in the services sector,? 
which contributes heavily to the provincial economy, 
generating 74 percent of the province’s GDP in 2004. '° 
SMEs in the services sector are found largely in the 
wholesale/retail (15 percent), professional services 

(12 percent) and knowledge-based industry sectors 

(6 percent). 


Figure 2 
Distribution of B.C. Firms by Industry Sector, 2004 


50% 


M9 British Columbia MB National Average 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004. 


B.C. ranks second (6 percent) to Ontario (7 percent), 
but ahead of the Prairies and Quebec (5 percent each) 
in terms of the portion of Canadian knowledge-based 
industries operating there. While firms in all sectors 
requested some form of debt financing in 2004, those 
in the knowledge-based sector were twice as likely as 


those in other sectors to seek equity financing. Other 
research suggests that businesses in knowledge-based 
industries had a lower authorization rate for debt 
financing compared with companies in the agriculture 
and primary sectors.!! 


SME Owners REPRESENTATIVE OF B.C.’s 
POPULATION 


Similar to the province’s population, B.C. 
entrepreneurs are very diverse in terms of language, 
ethnic background and gender (see Table 2). 
Representing 22 percent of the overall B.C. 
population,” it is not surprising that B.C. has the 
highest representation of SMEs owned by visible 
minorities at 12 percent, followed by 10 percent 

in Ontario. 


B.C. also has the highest share of SMEs owned by 
recent immigrants in Canada. Immigration in B.C. 
rose 21 percent in 2005 from the previous year, nearly 
double the national immigration rate.'* The top three 
countries of origin for immigrants are China, India and 
the Philippines. 


Given the presence of visible minorities and recent 
immigrants in B.C., the province also has the highest 
percentage of SME owners whose mother tongue is 
other than English or French at 23 percent, followed 
by Ontario at 20 percent. This closely follows the 

24 percent of B.C. residents whose first language is 
neither English nor French. 


While recent research has found no significant 
difference between visible minority business owners’ 
access to financing and other entrepreneurs, further 
research will be needed to determine whether those 


° For the purposes of this analysis, services sector includes the wholesale and retail sector, professional services, knowledge-based 
industries and other sectors. Knowledge-based firms are defined using Industry Canada’s categorization of industries in the science 
and technology field and those considered “high knowledge” based on measures of research and development activity. 


0 Statistics Canada, CANSIM, Table 379-0025, Gross Domestic Product (GDP) at Basic Prices, by North American Industry 


Classification System (NAICS) and Province, Annual. 


'| SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Statistics Canada, 2001 Census. 


'3 Citizenship and Immigration Canada, The Monitor, 2006, Issue 2. 
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Table 2 
Profile of Entrepreneurs, Comparison between B.C. and Canada, 2004 


B.C. Entrepreneurs Characteristics National Average 


20 percent owned by women, 57 percent owned Gender 16 percent owned by women, 64 percent owned 
by men and 23 percent are partnerships by men and 20 percent are partnerships 


12 percent visible minority, 3 percent Aboriginal, Minority Status 7 percent visible minority, 2 percent Aboriginal, 
3 percent disabled and 2 percent are recent 4 percent disabled and | percent are recent 
immigrants immigrants 


3 percent are under 30, 86 percent are between Age 3 percent are under 30, 87 percent are between 
30 and 64, and 11 percent are over 65 years 30 and 64, and 10 percent are over 65 years 


76 percent speak English, 1 percent speak French First Language 67 percent speak English, 19 percent speak 
and 23 percent speak a non-official language . French and 14 percent speak a non-official 
language 


14 percent have fewer than 5 years, 20 percent Managerial Experience | 12 percent have fewer than 5 years, 19 percent 
have 5 to 10 years and 66 percent have more than have 5 to 10 years and 69 percent have more than 


10 years 10 years 


84 percent urban-based and 16 percent rural-based 72 percent urban-based and 28 percent rural-based 
10 percent export outside Canada Export Activity 8 percent export outside Canada 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


recent immigrants face other obstacles as immigration Figure 3 
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continues to increase in B.C.'* Expenditures on Research and Development in 
British Columbia, 1999-2003 


SME INNovaTION ActTivITY 2000 


Pe eee | 
From 1999 to 2003, small, medium-sized and large 
firms in B.C. funded in excess of $4 billion in research 
and development (R&D), accounting for nearly half of 
the R&D expenditures in the province (see Figure 3).'° 
Business R&D expenditures in B.C. accounted for less 
than 10 percent of the Canadian total in 2004. While 
this puts B.C. in third place in share of business R&D 


Expenditures ($ millions) 


expenditures in Canada, the province is well behind 1999 ALLY 00! Be 2003 
Ontario (a2 percent) and Quebec (30 percent). = «=== Gross Domestic Expenditure on Research and 

Development (GERD) 

: . . ——i-— Business Expenditure on Research and 
According to the 2004 Survey on Financing of Development (BERD) 
Small and Medium Enterprises, 60 000 firms or mh 
Source: Statistics Canada, CANSIM, Table 380-0017 and Catalogue No. 88FOO06XIE, 

nearly 30 percent of SMEs in B.C. invested in R&D Estimates of Canadian Research and Development Expenditures. 


activities in 2004, similar to the national average. 
Approximately 118 SMEs in B.C. reported spending 
more than 10 percent of their investment expenditure 
on research and development. 


According to Statistics Canada, SMEs that accessed 
equity financing were more likely to conduct R&D 
activities than firms that sought debt funding.'® SMEs 
in Ontario, Quebec and B.C. were more likely to 


'* Carrington, C. “Small Business Financing Profiles: Visible Minority Entrepreneurs,” SME Financing Data Initiative, Industry 
Canada, March 2005. 


'S Statistics Canada, CANSIM, Table 380-0017 and Catalogue No. 88F 0006XIE, Estimates of Canadian Research and Development 
Expenditures. 


'° Baldwin, J., G. Gellatly and V. Gaudreault. “Financing Innovation in New Small Firms: New Evidence from Canada,” Statistics 
Canada, May 2002. 
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request equity financing than most other regions. It is 
interesting to note that SMEs in these regions were 
more likely to devote more than 20 percent of their 
investment expenditure to R&D than other regions. 


Business GROWTH 


B.C. entrepreneurs tend to be more optimistic about 
economic conditions and their own business growth 
than entrepreneurs in other parts of Canada. In The 
Canadian SME Report, firms in B.C. had a more 
positive outlook for the provincial economy compared 
with other regions.'’ The survey also found that more 
firms in Western Canada plan to introduce a new 
product or service in the following year than firms in 
Eastern Canada. These findings support results from 
the 2004 Survey on Financing of Small and Medium 
Enterprises where 45 percent of B.C. firms reported 
their intentions to expand their firm in size and scope, 
compared with 40 percent in Ontario and 35 percent in 
the Prairies. 

Table 3 


Perceived Obstacles to Business Growth and 
Development, 2004 


SME 
National 
Average 


Instability of Consumer 
Demand 


Government Regulations 
Low Profitability 


Obtaining Financing 


Internal to 
the Firm 


Management Capacity 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


'§ Tbid. 


'7 Corporate Research Associates, “The Canadian SME Report, Spring 2005,” July 2005. 


Developing a growth strategy is contingent on 
identifying drivers and obstacles to growth. 

Firms across Canada reported productivity, 
commercialization, succession planning and access 

to financing as the top drivers for business success. '® 
The main obstacles to growth faced by firms in B.C. 
and across Canada are current tax levels, lack of 
qualified labour, and fluctuations in consumer demand 
(see Table 3). 


B.C. firms are less likely than firms in any other region 
to report access to financing as an obstacle to business 
development. However, results from the 2004 Survey 
on Financing of Small and Medium Enterprises 
suggest that B.C. firms that spent at least 10 percent 
of investment expenditures on R&D are more likely 

to find financing an obstacle to growth, along with 
consumer instability and low profitability.!” 


FINANCING ACTIVITY 


One quarter of all SMEs in B.C. applied for some 
form of external financing in 2004. B.C. firms were 
more likely to apply for financing than firms in 
Ontario and Quebec. However, entrepreneurs in 
the Prairie provinces were most active in seeking 
financing in 2004. B.C. firms typically sought debt 
financing for working capital, acquisition of fixed 
assets or debt consolidation. 


Table 4 presents an overview of the financing 
activity of SMEs in B.C. compared with the Prairie 
provinces, Ontario and Canada on average. In 2004, 
B.C. entrepreneurs made fewer requests for debt and 
leasing than the Prairie provinces, reflecting the higher 
demand for debt among the agriculture sector in the 
Prairies. While B.C. had a fairly high request rate for 
lease financing compared with most other regions, the 
approval rate in B.C. was much lower, at 88 percent, 
than the Prairies (99 percent) and Ontario (98 percent). 


'° Observations did not yield statistically significant results. More detailed analysis 1s required to assess the obstacles to financing for 


innovative firms in B.C. 
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Table 4 
Financing Request and Approval Rates, 2004 


British Prairie Atlantic 
Columbia Provinces Ontario Provinces Canada 


Type of Financing 


Lease Financing 4 
s8 
Equity Financing ll 
78 
Government Grant j x ; : 


* Data not available due to low quality or confidentiality concerns. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


FINANCING ENVIRONMENT Chartered banks are the main source for debt financing 
in B.C., which is consistent with the composition 

of the financial services sector in B.C. In line with 
the rest of the country, approximately 68 percent of 
those SMEs in BC that sought debt financing in 2004 
approached a chartered bank, while 23 percent of 
firms applied at a credit union (see Figure 5). In 2004, 
banks accounted for 73 percent of total authorizations 
to all business in B.C. From 2000 to 2004, credit 
unions in B.C. increased their market share in total 
authorizations from 8 percent to 10 percent with 
insurance companies dropping from 12 percent to 

8 percent of the market.’! 


In general, SMEs in B.C. did not seem to encounter 
any barriers to financing compared with other 

regions in Canada. B.C. entrepreneurs faced similar 
application requirements from financial institutions as 
elsewhere in Canada, with the exception of a slightly 
higher emphasis on the personal financial state of the 
owner (see Figure 4). This finding is consistent with 
newer firms and firms in the services sector. 


In 2004, approximately $81.8 billion in debt financing 
was authorized in B.C., representing 10 percent 

of authorized financing in Canada. Outstanding 

debt amounts totalled $49 billion in the province, 
equivalent to 13 percent of total outstanding debt 

in Canada.” 


°° SME Financing Data Initiative, Statistics Canada, Survey of Suppliers of Business Financing, 2004. Note that total authorization 
amounts are defined as the sum of clients’ maximum amount of money they are permitted to borrow from a supplier. This may not 
be the amount the client actually borrows. Outstanding debt is defined as the principal amount of money that a client has actually 
borrowed but not yet paid back, aggregated over all clients. 


*! Tbid. 
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Figure 4 
Security and Documentation Required by Financial Providers, 2004 


Business Assets Required as Collateral 
Personal Assets Required as Collateral 
Co-Signature Required 

Documentation Requested 

Business Financial Statement Required 
Formal Application Required 


Personal Financial Statement Required 


Documentation 


Business Plan Required 
Cash Flow Projections Required 
Appraisal of Assets Required 


0% 20% 40% 60% 


oe British Columbia ee National Average 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Figure 5 
Financial Supplier Approached by SMEs by Type of Financing, 2004 


Chartered Bank 
Credit Unions or Caisses populaires 


Crown Corporation or 
Government Institution 


Debt Financing 


Other Credit Supplier 


Manufacturer, Dealer or Supplier 


Leasing Company 


Lease Financing 


Chartered Bank 


0% 10% 20% 30% 40% 50% 60% 70% 


Poe British Columbia ec National Average 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


SME Financing Data Initiative 


Capital STRUCTURE 


Entrepreneurs typically look to informal sources 

of financing, such as personal loans and personal 
savings, when starting a business or funding day-to- 
day operations. Informal sources of financing may be 
easier for SMEs to access than formal sources, like 
commercial loans. Figures 6 and 7 list the sources of 
financing used by an average B.C. firm compared with 
the average firm in Canada during start-up and during 
established operations in 2004. 


At the start-up stage, the main sources of financing 

for most B.C. and Canadian firms are personal 

savings and personal credit instruments. Among 
established firms, B.C. companies are more likely 

than other regions to use informal sources, such as 
retained earnings, personal savings and personal credit 
cards, while the reverse is true at the start-up stage. 
Personal equity was also found to be a major source of 
financing among successors taking over SMEs.” 


Risk Capita 


As noted earlier, accessing risk capital is a specialized 
financing strategy typically used by high-growth, 
knowledge-based or technology-based firms.”* These 
firms typically are in the process of developing a 
concept or product and bringing that product to the 
market. Since these firms are often not yet generating 
revenues and lack tangible assets, they have problems 
accessing credit.** Risk capital is more suitable for 
such firms, as it offers a means to raise money that 
does not require a cash flow to support repayments. 
Risk capital includes angel investment, loans from 
friends and family, and formal venture capital, as well 
as subordinated debt and capital from public share 
offerings on capital markets. 


Most B.C. firms that seek equity financing turn 

to informal sources. Of the | percent of B.C. 

firms that sought equity financing (see Table 4) in 
2004, 20 percent approached friends and family 

and 13 percent sought angel financing. Informal 
investment activity in B.C. is lower than other 
provinces (e.g. approximately 26 percent of SMEs 
in Quebec and Ontario seek financing from friends 
and family, and 23 percent of Quebec firms seek 
angel financing). Across Canada, 23 percent of firms 
approached friends or family, 22 percent sought out 
angels, 20 percent looked to existing stakeholders and 
7 percent contacted a venture capital firm. 


While roughly half of SMEs in B.C. intend to expand 
in the next two years, only 41 percent stated they 
were willing to share equity in their business to 
achieve their growth objectives. By comparison, 

46 percent of entrepreneurs in Canada are willing to 
share ownership in their business to obtain growth 
capital. However, results from the 2004 Survey on 
Financing of Small and Medium Enterprises suggests 
that B.C. entrepreneurs who budget at least 10 percent 
of investment expenditures on R&D are more likely 
to expand and to share equity for growth capital 
compared with the Canadian average. 


VENTURE Capitat AcTIvITY ON THE RISE 


Venture capital (VC) is another form of financing used 
to support a small number of high-growth potential 
start-up firms as they expand and move beyond seed 
financing. VC activity in B.C. rebounded from its 
lows in 2003, caused by the tightened investment 
conditions following the technology bubble in 2000, 
and, in recent years, has seen some strong activity 
(see Figure 8). In the first three quarters of 2006, 


*? Canadian Federation of Independent Business, “Succession Can Breed Success: SME Succession and Canada’s Economic 


Prosperity,” June 2005. 


** Industry Canada, Canadian Venture Capital Activity: An Analysis of Trends and Gaps, 1996-2002. 


** SME Financing Data Initiative, Industry Canada, Small and Medium-Sized Enterprise Financing in Canada, 2003. 
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Figure 6 
Sources of Financing Used During Start-up* 
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Informal Instruments 


Personal Loans of Owner(s) 


Loans from Friends and Relatives ie! 3 
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* Start-up is defined as the period prior to the first sale of goods or services. Includes any source used, regardless of whether it was authorized or obtained in a previous year. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Figure 7 
Sources of Financing for Established Firms, 2004* 
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* Includes any source used, regardless of whether it was authorized or obtained in a previous year. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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investments in B.C. totalled nearly $260 million, 
more than the total investments for all of 2005. B.C.’s 
share of national investments was 12-percent in 2006 
(see Figure 9). 


Figure 8 
Venture Capital Activity in British Columbia, 2000-2005 
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Source: Thomson Financial, 2005. 


VC investments in B.C. typically focus on technology 
sectors (information technology (IT) and other 
technologies), with a rising trend in the life sciences 
sector (Figure 10). In the last few years, the life 
sciences sector has received more VC dollars than the 
technology sector. However, the technology sector 
still dominates in terms of number of financings, 
averaging 60 percent of all financings in B.C. from 
2000 to 2005, with life sciences averaging 25 percent 
of all financings. Over the same period, fewer and 
fewer VC investments have been made in traditional 
B.C. sectors. 


Other VC measures indicate the prominence of the 
VC market in B.C. The province is now second 

in Canada in average deal size for early-stage 
investments, behind Ontario and ahead of Quebec.” 
Comparative investment rates across regions in 
Canada show that B.C. is third after Ontario and 
Quebec for VC funding as a percentage of GDP. B.C. 
had the second largest VC exit value after Quebec 
during the 1997-2004 period, indicating that VC 
investments in B.C. perform better than investments 
in most other provinces.”® 


Figure 9 
Regional Shares of Venture Capital Investment, 2006 


50 


Quebec Atlantic 


Provinces 


British Prairie Ontario 


Columbia Provinces 


GS Proportion of VC Investments 
~ {8 - Proportion of KBIs 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004; Thomson Financial, 2006. 


Provincial VC programs have helped increase early- 
stage equity investments in B.C. with tax credits of 
up to 30 percent for any B.C. resident who invests in 
B.C. small businesses (fewer than 100 employees). 
The current allowable maximum tax credit budget 

is $20 million a year, which allows for up to 

$66.7 million to be raised. 


* Brander, J.A., E.J. Egan and A.E. Boardman, “The Equity Capital Program in B.C.: An Assessment of Capital Availability, Program 
Efficiency and Policy Alternatives,” Leading Edge British Columbia, April 2005. 


*° Hellmann, T.F., E.J. Egan and J.A. Brander, “Value Creation in VC: A Comparison of Exit Values across Canadian Provinces and 


USS. States,” Leading Edge British Columbia, October 2005. 
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Despite signs of healthy activity, there are some 
reports of difficulties in securing VC funding in B.C., 
particularly for new and early-stage firms. Earlier 
this year, the B.C. Technology Industry Association 
released a report pointing out that the lack of 
available VC funding and the shortages of investment 


opportunities in B.C. are hindering the growth of B.C. 


businesses.7’ 


Figure 10 
Venture Capital Investments in British Columbia by Sector, 
2000-2005 
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Source: Thomson Financial, 2005. 


SUMMARY AND DISCUSSION 


In general, the financing needs of B.C.’s SMEs are 
characterized by their attributes. Typically, SMEs 

in B.C. are very small firms with fewer than four 
employees and are strongly represented in the services 
sector. B.C.’s SMEs appear to have adequate access to 
financing and have not experienced barriers compared 
with the average Canadian firm. Similar to Canadian 
SMEs, most SMEs in B.C. turn to informal debt 
instruments, such as personal savings and personal 
credit. One notable difference with SMEs in B.C. 

is the lower rate of government financing activity. 
More work is needed to investigate why government 
funding requests are lower in B.C. compared with 
other jurisdictions. 


While less commonly accessed, risk capital appears to 
be a growing source of financing among high-growth 
and technology-focused SMEs in B.C., particularly as 
provincial tax-credit programs encourage investments 
at the early-stage level. Further analysis should be 
conducted in this area to assess SMEs’ access to 

risk capital in B.C. and to explore possible means of 
improving VC capacity in the province. 


27 B.C. Technology Industry Association, “2006 Advocacy Initiatives,” March 2006. 
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SME Financinc Data INITIATIVE 


Small Business Financing Profiles is an ongoing series 
of articles on specific segments of the marketplace and 
a component of Industry Canada’s reporting efforts on 
SME financing. 


Consistent with recommendations in 1999 from the 

Task Force on the Future of the Canadian Financial 
Services Sector, the SME Financing Data Initiative is a 
comprehensive data collection program on SME financing 
in Canada. In partnership with Statistics Canada and 
Finance Canada, Industry Canada reports on the supply 
of, and demand for, small and medium-sized business 


financing to provide a complete picture of SME financing. 


As part of the initiative, Statistics Canada administers 

a series of national surveys on small and medium-sized 
enterprises (Survey on Financing of Small and Medium 
Enterprises) and financial providers (Survey of Suppliers 
of Business Financing). Industry Canada supplements 
these surveys with additional research into niche areas of 
SME financing. 


For further information on the SME Financing Data 
Initiative and access to statistical findings and reports, 
visit www.sme-fdi.gce.ca. For information regarding the 
methodology of the Survey on Financing of Small and 
Medium Enterprises, visit Statistics Canada’s website at 


www-.statcan.ca. 


For further information on this article email smefdi@ic.ge.ca 
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Small and Medium-Sized Enterprises in Quebec 


In Quebec, small and medium-sized enterprises (SMEs) account 
for 96 percent of all businesses.' Not only have SMEs been 
important drivers of job creation and economic growth, but 

they have also been strong contributors to productivity, having 
led larger firms in productivity growth over the last 10 years.’ 
Access to financing is critical if SMEs are to develop and expand. 
Using data from the SME Financing Data Initiative, this article 
provides an overview of the characteristics of SMEs in Quebec 
and compares financing activity between the average Quebec firm 
and the average Canadian firm. 


Summary of Key Findings: SMEs in both Quebec and 
Canada are small, typically with fewer than five employees. Like 
many Canadian SMEs, most SMEs in Quebec rely on informal 
sources of financing, such as personal savings and personal 
credit. Yet the financing patterns of Quebec SMEs also differ in 
several respects from those of other Canadian firms. Caisses 
populaires are important suppliers of debt financing to SMEs and 
appear to place relatively more documentation requirements on 
Quebec SMEs. Overall, Quebec firms also tend to be slightly less 
growth oriented, but account for a significant amount of research 
and development (R&D) activity in Canada and are more likely 
to seek and receive venture capital. Risk capital is an important 
source of financing among high-growth and technology-focused 
SMEs. Firms in Quebec obtained venture capital at a rate that 
was disproportionately greater than its share of knowledge-based 
industries. 


' Statistics Canada, Business Register, December 2004. 


Allan Riding, University of Ottawa 
Barbara Orser, University of Ottawa 


Definitions 


This analysis defines small and medium-sized enterprises 
(SMEs) as commercial (for-profit) businesses with fewer than 
500 employees and less than $50 million in annual revenues. 


Excluded are non-profit and government organizations, 
schools, hospitals, subsidiaries, co-operatives, and finance and 
leasing companies. 


This analysis compares the profile and financing activity of 
SMEs in Quebec with national averages. 


GENERAL CHARACTERISTICS 


Quesec SETTING FoR SMEs 


According to Statistics Canada’s 2004 Survey on 
Financing of Small and Medium Enterprises, there 
are approximately 1.4 million commercial (for- 
profit) small and medium-sized firms in Canada. Of 
these, approximately 22 percent operate in Quebec, a 
proportion that is consistent with Quebec’s 24 percent 
share (7.4 million) of the 2004 Canadian population. 
Table 1 shows the regional distribution of population, 
SMEs and share of Canadian gross domestic product 
(GDP). 

The incidence of business formation in Quebec is less 
than the national average, with 62.5 establishments 
per 1000 population of the province (compares with 
the national average of 71.5 establishments per 

1000 population of Canada). 


2 RBC Financial Group, “Small and Medium-Sized Businesses are Driving Productivity Gains,” October 2006. 


www.rbc.com/newsroom/20061030smallbiz.html. 


Distribution of SMEs, Gross Domestic Product and 
Population across Canada, 2004 


SME Share | GDP Share 


(% Canada) 


Population 


Atlantic 
Provinces 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


Statistics Canada, CANSIM, Table 051-0001, Estimates of Population, 
by Age Group and Sex, Canada, Provinces and Territories. 


Statistics Canada, CANSIM, Table 384-0002, Gross Domestic Product, 
Expenditure-Based, by Province and Territory. 


The age distribution of SMEs in Quebec is consistent 
with the national average. Approximately 11.5 percent 
of firms in Quebec first started selling goods or 
services between 2002 and 2004. This compares with 
11.2 percent of all Canadian firms. 


PREDOMINANTLY SMALLER FIRMS IN QUEBEC 


The financing needs of SMEs depend largely on the 
size of the firm. Medium-sized and large firms are 
more likely to seek external financing than smaller 
businesses. It is also widely believed that small firms 
are less able to obtain financing than large firms and 
small firms are more likely to turn to informal sources 
of capital, including personal finances. Figure 1 
compares the size distribution of Quebec SMEs with 
the national average, illustrating that SMEs in Quebec 


are predominantly small businesses, with 97 percent of 


firms employing fewer than 20 people. Furthermore, 
although almost half of Quebec businesses are 
categorized as self-employed, self-employment is 
relatively less prevalent in Quebec than the Canadian 


average, with 10.3 percent of all workers in Quebec 
being self-employed compared with the national 
average of 11.9 percent of all workers. 


INDUSTRIAL COMPOSITION OF QuesBec SMEs 


Quebec boasts an economy that is primarily based on 
natural resources and energy, but includes 25 percent 
of Canadian information technology firms, 55 percent 
of Canada’s aerospace production, 30 percent of 

the pharmaceutical industry and 40 percent of 
biotechnology companies. Quebec also accounts for 
44 percent of all Canadian high-tech exports. 


Figure 1 
Distribution of Quebec SMEs by Business Size, 2004 
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Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004. 


> Statistics Canada, Labour Force Survey. www40.statcan.ca/101/cst01/labr66a.htm 
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Figure 2 compares the sectoral distribution of Quebec 
SMEs with the national average distribution. Although 
Quebec SMEs operate in all major sectors, Quebec 
possesses a relatively higher proportion of SMEs 

in the manufacturing and wholesale/retail sectors 
than the national average. Within Quebec, 5 percent 
of firms are in the knowledge-based sector.* In this 
regard, Quebec ranks third behind Ontario (with 

7 percent of firms in the knowledge-based sector) and 
British Columbia, which ranks second (with 6 percent 
of firms in the knowledge-based sector). 


Cuaracteristics oF SME Owners IN QUEBEC 


Table 2 compares the profiles of majority owners of 
Quebec SMEs with national averages. The data show 
that the profile of Quebec SME owners is largely 


Figure 2 
Distribution of Quebec Firms by Industry Sector, 2004 


50% 


HB Quebec HM National Average 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Smail and Medium Enterprises, 2004. 


consistent with the national average. As would be 
expected, Quebec owners are predominantly French- 
speaking; however, the proportion of owners who 
speak a language other than English or French 

(6 percent of Quebec business owners) is substantially 
lower than the national average of 14 percent. Only 
the Atlantic provinces were lower in this measure. 


QuesBec Business GROWTH AND INNOVATION 


Approximately 34 percent of Quebec SME owners 
intended to expand their businesses within the next 
two years compared with 39 percent nationally. 
Developing a growth strategy is contingent on 
identifying drivers of, and obstacles to, growth. 
Firms across Canada reported productivity, 
commercialization, succession planning and access to 
financing as the top drivers for business success. One 
growth strategy is exporting and 8 percent of both 
Quebec and all Canadian SMEs exported products or 
services outside Canada in 2004. 


Another means of achieving business growth is 
through innovation. From 2000 to 2004, small, 
medium-sized and large firms in Quebec funded in 
excess of $18 billion in R&D, accounting for over 
half of the R&D expenditures in the province (see 
Figure 3). Business R&D expenditures in Quebec 
accounted for 30 percent of the national total, 
significantly lower than Ontario at 52 percent. It 
should also be recalled that Quebec accounts for a 
high proportion of Canadian information technology, 
aerospace, pharmaceutical and biotechnology 
companies. Although many of these are larger firms, 
it suggests that considerable R&D is occurring within 
the province. 


4 Knowledge-based firms are defined using Industry Canada’s categorization of industries in the science and technology field and those 
considered “high knowledge” based on measures of research and development activity. 
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Table 2 
Profile of Entrepreneurs, Comparison between Quebec and Canada, 2004 


Quebec Entrepreneurs Characteristics | National Average 


19 percent owned by women, 71 percent owned Gender 16 percent owned by women, 64 percent owned 
by men and 11 percent are equal partnerships by men and 20 percent are equal partnerships 


3 percent visible minority, 1 percent Aboriginal, Minority Status 7 percent visible minority, 2 percent Aboriginal, 
2 percent disabled and | percent are recent 4 percent disabled and | percent are recent 
immigrants immigrants 


3 percent are under 30, 90 percent are between ) Age 3 percent are under 30, 87 percent are between 

30 and 64, and 7 percent are over 65 years 30 and 64, and 10 percent are over 65 years 

9 percent speak English, 85 percent speak French First Language 67 percent speak English, 19 percent speak French 
and 6 percent speak a non-official language and 14 percent speak a non-official language 

12 percent have fewer than 5 years, 17 percent Managerial Experience | 12 percent have fewer than 5 years, 19 percent 


have 5 to 10 years and 71 percent have more than have 5 to 10 years and 69 percent have more than 
10 years 10 years 


68 percent urban-based and 32 percent rural-based 72 percent urban-based and 28 percent rural-based 
8 percent export outside Canada Export Activity 8 percent export outside Canada 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


According to the 2004 Survey on Financing of Small 20 percent of investments to R&D (compared with 
and Medium Enterprises, 25 percent of Quebec’s 4 percent nationally). Past research suggests that 
SMEs reported some investment in R&D during 2004. SMEs that accessed equity financing were, in general, 
compared with the national average of 29 percent. more likely to conduct R&D activities than firms that 
Approximately 5 percent of Quebec SMEs were sought debt financing.° 


especially research-intensive, devoting more than , ‘ 
Nationally, business owners were more likely to 


Wane identify as obstacles to growth external factors (such as 
Expenditures on Research and Development in Quebec,* current tax levels and government r egulations) than 
2000-2004 internal causes (such as management capacity and 

8000 low profitability) (see Table 3). This was true for both 
Quebec business owners and for those in all other 
regions. However, Quebec owners were particularly 
6000 eee concerned about levels of taxation and insurance rates, 
with 39 percent of firms having identified levels of 
taxation as a barrier to growth and 35 percent citing 
4000 insurance rates. Access to financing was cited less 
frequently as a barrier to growth than most other 


7000 


5000 


Expenditures ($ millions) 


3000 
2000 2001 2002 ; 
Se eu? ous factors, mentioned as an obstacle by 21 percent of 


«=ellis== Gross Domestic Expenditure on Research and 
Bo GEEDs Quebec SME owners. 


—=—@— Business Expenditure on Research and 
Development (BERD) 


* Excluding the National Capital Region. 


Source: Statistics Canada, CANSIM, Table 358-0001 and Catalogue No. 88FOO06XIE, 
Estimates of Canadian Research and Development Expenditures. 


° Baldwin, J., G. Gellatly and V. Gaudreault. “Financing Innovation in New Small Firms: New Evidence from Canada,” Statistics 
Canada, May 2002. 


a SME Financing Data Initiative 


Table 3 
Perceived Obstacles to Business Growth and 
Development, 2004 


SME 
National 
Average 


Quebec 
SMEs 


External to | Levels of Taxation 


Finding Qualified 
Labour 


the Firm 


Instability of Consumer 
Demand 


Insurance Rates 
Low Profitability 
Obtaining Financing 


Management Capacity 


Internal to 
the Firm 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


FINANCING ACTIVITY 


During 2004, 22 percent of Quebec SMEs applied for 
some form of external financing. Table 4 presents an 

overview of the financing activity of SMEs in various 
major regions of Canada during 2004. It summarizes, 


by region, the rates at which SMEs applied for various 


forms of financing and the rates of approval. 


Table 4 
Financing Request and Approval Rates, 2004 


British 
Columbia 


Type of Financing 


Equity Financing 


uae 
or Subsidy Approval Rate Lae ee | 


* Data not available due to low quality or confidentiality concerns. 


39 47 


Prairie 
Provinces 


Pra 
ApprovalRates [78 |__| 


Table 4 shows that 18 percent of Quebec SMEs 
applied for commercial loan financing in 2004. 

With the strong presence of Caisses populaires in 
the province, only 49 percent of applications for 
commercial loans were made to chartered banks 
(compared with 63 percent nationally) and 39 percent 
of loan applications were made to Caisses populaires 
(see Figure 4). The most frequent types of loan 
applications were from owners seeking to finance 
fixed assets or to finance working capital, with 

53 percent of loan applications in each category. 


Table 4 also reports the rate at which loan applications 
were approved; however, among those that were not 
approved were instances where loan applications 
were pending at the time of data collection as well as 
instances where the application had been withdrawn. 
After allowing for these events, approximately 

9.5 percent of loan applications from Quebec SMEs 
were turned down, the lowest turndown rate among 
all regions and substantially less than the 12 percent 
national average. 


“Atlantic 
Provinces 


Canada 


Ontario 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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Figure 4 


Financial Supplier Approached by SMEs by Type of Financing, 2004 


Chartered Bank 


Credit Union or Caisses populaires 


Crown Corporation or 
Government Institution 


Debt Financing 


Other Credit Supplier 


Manufacturer, Dealer or Supplier 


: 21 
Leasing Company 


Lease Financing 


10% 20% 


ie Quebec 


30% 40% 50% 60% 70% 


ese National Average 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Approximately 3 percent of Quebec business owners 
sought lease financing and approval rates for leases 
were high (more than 90 percent), commensurate with 
those reported in other regions. 


Applications for equity financing were low in all 
regions, with fewer than 2 percent of firms seeking 
equity financing during 2004. Differences across 
regions were not statistically significant. 


Quesec’s FINANCING ENVIRONMENT 


According to the 2005 SME Financing Data 
Initiative Survey of Suppliers of Business Financing, 
approximately $868 billion in commercial lending 
was authorized in almost 2 million loan transactions 
nationwide. In Quebec, lenders authorized a total 

of $148 billion in debt financing in more than 

349 000 transactions. 


Nationally, loan authorizations of less than $250 000 
(arguably, most were loans to smaller enterprises) 


comprised more than $70 billion and were made 
available in the course of approximately 1.6 million 
transactions. Of the latter, $42 billion was outstanding 
at the end of 2005.° 


SMEs in Quebec appear, on average, to have faced 
different application requirements compared with 
firms elsewhere in Canada (see Figure 5). Quebec 
lenders were more likely to require virtually all types 
of documentation, especially business and personal 
financial statements and appraisals of the assets being 
financed. This may reflect the prevalence of Caisses 
populaires in the province (see Figure 4). During the 
2004 reference year, Caisses populaires had not yet 
adopted credit scoring loan adjudication methods as 
had large commercial banks. This may explain why 
additional documentation was sought. 


° SME Financing Data Initiative, Statistics Canada, Survey of Suppliers of Business Financing, 2005. Note that total authorization 
amounts are defined as the sum of clients’ maximum amount of money they are permitted to borrow from a supplier. This may not 
be the amount the client actually borrows. Outstanding debt is defined as the principal amount of money that a client has actually 

borrowed but not yet paid back, aggregated over all clients. 
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Figure 5 
Security and Documentation Required by Financial Providers, 2004 


Business Assets Required as Collateral 
Personal Assets Required as Collateral 


Co-Signature Required 


Documentation Requested 
Business Financial Statement Required 
Formal Application Required 
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Documentation 


Business Plan Required 
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0% 20% 


Ce Quebec 
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| National Average 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Capita STRUCTURE 


SME owners typically look to informal sources of 
financing, such as personal loans and personal savings, 
when starting a business or funding day-to-day 
operations. Figures 6 and 7 list sources of financing 
used by an average Quebec firm compared with 

the average firm in Canada during start-up and for 
established operations in 2004. 


At the start-up stage, the primary sources of financial 
capital for both Quebec and other Canadian firms 

are personal savings and personal credit instruments. 
Among established firms, Quebec companies were 
more likely than other regions to have used formal 
credit instruments, such as commercial loans, lines of 
credit and government grants or subsidies. 


Risk CAPITAL 


Risk capital is a means of financing often used by 
high-growth, knowledge-based or technology-based 
firms.’ Risk capital includes angel investment (venture 


financing by a high net worth individual), loans from 
friends and family, and formal venture capital, as 
well as subordinated debt and capital from public 
share offerings on capital markets. Firms that seek 
risk capital tend to be early stage or in the process 
of developing a concept or product and bringing that 
product to market. Since these firms are often not yet 
generating revenues and lack tangible assets, they 
have problems accessing credit.* Risk capital is more 
suitable for such firms as it offers a means to raise 
money that does not require an immediate cash flow 
to support repayments. Of Canadian firms that had, at 
some point in their development, sought risk capital, 

¢ 23 percent approached friends or family for 

financing, 
¢ 22 percent sought out business angels, 
¢ 20 percent looked to existing stakeholders, and 


* 7 percent contacted a venture capital firm. 


7 Industry Canada, Canadian Venture Capital Activity: An Analysis of Trends and Gaps, 1996-2002. 
8 SME Financing Data Initiative, Industry Canada, Small and Medium-Sized Enterprise Financing in Canada, 2003. 
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Figure 6 
Sources of Financing Used During Start-up* 


Commercial Loans 
Commercial Lines of Credit 
Commercial Credit Cards 
Leasing 


Government Grants or Subsidies 


Formal Instruments 


Venture Capital Funds 


Micro-Credit 


Personal Savings of Owner(s) 
Personal Credit Cards of Owner(s) 
Personal Lines of Credit of Owner(s) 
Trade Credit from Suppliers 


Personal Loans of Owner(s) 


Informal Instruments 


Loans from Friends and Relatives 
of Owner(s) 23 


20 
Loans from Other Individuals (angels) 13 


0% 10% 20% 30% 40% 50% 60% 70% 


| Quebec eRe National Average 


* Start-up is defined as the period prior to the first sale of goods or services. Includes any source used, regardless of whether it was authorized or obtained in a previous year. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Figure 7 
Sources of Financing for Established Firms, 2004* 
Commercial Loans 
Commercial Lines of Credit 
Commercial Credit Cards 
Leasing 


Government Grants or Subsidies 
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Venture Capital Funds 
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Retained Earnings 
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Trade Credit from Suppliers 
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Personal Loans of Owner(s) 
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ee Quebec een National Average 


* Includes any source used, regardless of whether it was authorized or obtained in a previous year. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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Approximately 23 percent of businesses in Quebec 
have received angel financing over their history, 

the highest relative frequency of business angel 
investments in any Canadian region. In addition, 
almost 26 percent of Quebec firms have received 
financing from friends and family (the highest 
proportion among Canadian regions except for Ontario 
at 27 percent).’ 


Although more than 34 percent of SME owners 

in Quebec intend to expand in the next two years, 
only 42 percent of these stated they were willing to 
share equity in their business to achieve their growth 
objectives. By comparison, 39 percent of business 
Owners across Canada expect to grow and 46 percent 
of Canadian entrepreneurs were willing to share 
ownership in their business to obtain growth capital. 


VENTURE Capitat Activity IN QUEBEC, 
2000-2006 


Venture capital (VC) is a form of risk capital used 

to support a small number of high-growth early- 
stage firms as they expand and move beyond the 

seed financing stage. During 2006, institutional 
venture capital firms invested a total of $603 million 
in Quebec enterprises, second only to Ontario 

($686 million). This represents a disproportionately 
high share of venture capital, almost 36 percent of the 
$1.693 billion national total. Figure 8 shows recent 
trends in venture capital investment in Quebec. As 
was true in all regions of Canada, venture capital 
activity peaked during the technology boom of the late 
1990s and has since moderated, a consequence of the 
bursting of the technology bubble in 2000. 


Figure 9 compares the share of venture capital 
investments in each of Canada’s major regions 

with the corresponding share of knowledge-based 
enterprises. The chart shows that Quebec’s share of 
venture capital activity is substantially greater than 
would be expected based on its share of knowledge- 
based firms. This is most likely a result of the 


Figure 8 
Venture Capital Activity in Quebec, 2000-2006 
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Source: Thomson Financial, 2006. 


Figure 9 
Regional Shares of Venture Capital Investment, 2006 
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Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004; Thomson Financial, 2006. 


continued dominance of Quebec in terms of (retail) 
venture capital fundraising, resulting in a relatively 
large supply of venture capital. 


® Riding, A. and Belanger, B. Small Business Financing Profiles: Informally F. inanced SMEs, SME Financing Data Initiative, Industry 
Canada, September 2006. 
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SUMMARY AND DISCUSSION 


SMEs in both Quebec and Canada are small, typically 
with fewer than five employees. Like many Canadian 
SMEs, most SMEs in Quebec rely on informal 
sources of financing, such as personal savings and 
personal credit. Yet the financing patterns of Quebec 
SMEs also differ in several respects from those 

of other Canadian firms. Caisses populaires are 
important suppliers of debt financing to SMEs and 
appear to place relatively more documentation 


requirements on Quebec SMEs. Overall, Quebec 
firms also tend to be slightly less growth oriented, 

but account for a significant amount of research and 
development activity in Canada and are more likely 
to seek and receive venture capital. Risk capital is an 
important source of financing among high-growth and 
technology-focused SMEs. Firms in Quebec obtained 
venture capital at a rate that was disproportionately 
greater than its share of knowledge-based industries. 
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SME FINANCING Data INITIATIVE 


Small Business Financing Profiles is an ongoing series 
of articles on specific segments of the marketplace and 
a component of Industry Canada’s reporting efforts on 
SME financing. 


Consistent with recommendations in 1999 from the 

Task Force on the Future of the Canadian Financial 
Services Sector, the SME Financing Data Initiative is a 
comprehensive data collection program on SME financing 
in Canada. In partnership with Statistics Canada and 
Finance Canada, Industry Canada reports on the supply 
of, and demand for, small and medium-sized business 


financing to provide a complete picture of SME financing. 


As part of the initiative, Statistics Canada administers 

a series of national surveys on small and medium-sized 
enterprises (Survey on Financing of Small and Medium 
Enterprises) and financial providers (Survey of Suppliers 
of Business Financing). Industry Canada supplements 
these surveys with additional research into niche areas of 
SME financing. 


For further information on the SME Financing Data 
Initiative and access to statistical findings and reports, 
visit www.sme-fdi.ge.ca. For information regarding the 
methodology of the Survey on Financing of Small and 
Medium Enterprises, visit Statistics Canada’s website at 
www.statcan.ca. 


For further information on this article, email smefdi@ic.gc.ca. 
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In Atlantic Canada, small and medium-sized enterprises (SMEs) 
account for 95 percent of all businesses.' Not only have SMEs 
been important drivers of job creation and economic growth, but 
they have also been strong contributors to productivity, having 
led larger firms in productivity growth over the last 10 years.’ 
Access to financing is critical if SMEs are to develop and expand. 
Using data from the SME Financing Data Initiative, this article 
provides an overview of the characteristics of SMEs in the 
Atlantic provinces and compares financing activity between the 
average firm in Atlantic Canada and the average Canadian firm. 


Summary of Key Findings: SMEs in both the Atlantic 
region and Canada are small, typically with four or fewer 
employees; however, self-employment appears to be relatively 
less prevalent in Atlantic Canada than in most regions. Like 
many Canadian SMEs, those in Atlantic Canada rely on informal 
sources of financing, such as personal savings and personal 
credit. Commercial banks are important suppliers of debt 
financing for Atlantic Canada SMEs. Atlantic region firms tend to 
be slightly less growth oriented and less likely to be research and 
development (R&D) intensive. Risk capital is an important source 
of financing among high-growth and technology-focused SMEs; 
however, firms in the Atlantic region obtained venture capital at a 
rate that was lower than its share of knowledge-based industries 
(KBIs). This is likely attributable to the relatively lower incidence 
of innovative and knowledge-based enterprises in the region. 


| Statistics Canada, Business Register, December 2004. 
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Definitions 


This analysis defines small and medium-sized enterprises 
(SMEs) as commercial (for-profit) businesses with fewer than 
500 employees and less than $50 million in annual revenues. 


Non-profit and government organizations, schools, hospitals, 
subsidiaries, co-operatives, and finance and leasing companies 
are excluded. 


This analysis compares the profile and financing activity of 
SMEs throughout the Atlantic provinces of New Brunswick, 
Nova Scotia, Prince Edward Island and Newfoundland and 
Labrador with national averages. 


GENERAL CHARACTERISTICS 


ATLANTIC SETTING FoR SMEs 


With a population of 2.3 million, commercial activity 
in the Atlantic provinces is concentrated in the energy 
sector, technologies, specialized manufacturing, 
professional services, tourism, telecommunications, 
forestry and seafood processing. According to 
Statistics Canada’s 2004 Survey on Financing of Small 
and Medium Enterprises, there were approximately 
1.4 million commercial (for-profit) small and medium- 
sized firms in Canada. Of these, approximately 

6 percent operated in the Atlantic region, a proportion 
consistent with Atlantic Canada’s 7 percent share of 
the 2004 Canadian population and 6 percent share 


2 RBC Financial Group, “Small and Medium-Sized Businesses are Driving Productivity Gains,” October 2006. 


www.rbc.com/newsroom/20061030smallbiz.html 
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of Canada’s gross domestic product (GDP). Table 1 
shows the regional distribution of population, SMEs 
and Canadian GDP. 


Table 1 
Distribution of SMEs, Gross Domestic Product and 
Population across Canada, 2004 


SME Share | GDP Share 


(% Canada) 


Population 


Atlantic 
Provinces 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004. 


Statistics Canada, CANSIM, Table 051-0001, Estimates of Population, by Age 
Group and Sex, Canada, Provinces and Territories. 


Statistics Canada, CANSIM, Table 384-0002, Gross Domestic Product, 
Expenditure-Based, by Province and Territory. 


The incidence of business formation in Atlantic 
Canada was lower than the national average of 

71.5 establishments per 1000 population of Canada. 
The rates for Newfoundland and Labrador, Nova 
Scotia and New Brunswick were, 51, 58 and 57 
establishments per 1000 population of the respective 
provinces. The incidence of business formation 

in Prince Edward Island, at 75.7 establishments per 
1000 population of the province, exceeded the 
national average. 


The age distribution of SMEs in Atlantic Canada was 
consistent with the national average. Approximately 
11.9 percent of firms in the Atlantic region first started 
selling goods or services between 2002 and 2004 
compared with the national average of 11.2 percent. 


Fewer SELF-EMPLOYED IN ATLANTIC CANADA 


Size of firm is an important aspect of SME financing. 
Medium-sized and large firms are more likely to 

seek external financing than small firms. It is also 
widely believed that small firms are less able to obtain 
financing than large firms and small firms are more 
likely to turn to informal sources of capital, including 
personal finances. Figure 1 compares the size 
distribution of Atlantic region SMEs with the national 
average, showing that SMEs in the Atlantic area were 
predominantly small businesses, with 95 percent of 
firms employing fewer than 20 people. 


Figure 1 
Distribution of Atlantic Region SMEs by Business Size, 2004 


60% 
50% 
40% 
30% 
20% 
10% 


0% 


Self-Employed 1 to4 5 to 19 20 to 499 


Number of Employees 


@ Atlantic Provinces HB National Average 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004. 


The Atlantic region is unique in that fewer firms were 
accounted for by self-employed individuals than 

in any other Canadian region: self-employed 
individuals comprised 31 percent of firms in the 
Atlantic region compared with approximately half 

of all firms nationwide. Of all workers in Atlantic 
Canada, 9 percent were self-employed compared with 
11.9 percent nationally. 


* Statistics Canada, Labour Force Survey. www40.statcan.ca/101/cst01/abr66a.htm 
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INDUSTRIAL COMPOSITION OF ATLANTIC REGION 
SMEs 


The industry sector is also an important determinant 
of SMEs’ needs for, and access to, financial capital. 
Figure 2 compares the sectoral distribution of Atlantic 
region SMEs with the national average distribution. 

It shows that the distribution of SMEs in Atlantic 
Canada was similar to the national distribution, with 

a slightly higher incidence of firms in the primary 
sectors and in the wholesale/retail, tourism and 

other service sectors. Compared with other regions, 
the incidence of knowledge-based firms in the Atlantic 
region (3 percent) was lower than in other regions.’ 
For example, 7 percent of firms in Ontario were in 
knowledge-based sectors as were 6 percent of firms in 
British Columbia and 5 percent of firms in Quebec. 


Figure 2 
Distribution of Atlantic Region SMEs by Industry Sector, 2004 


50% 


GS Atlantic Provinces MH National Average 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004. 


CHARACTERISTICS OF SME Owners IN THE 
ATLANTIC PRovINCES 


Table 2 compares the profiles of primary owners of 
Atlantic region SMEs with national averages. The data 
show that the profile of Atlantic Canada SME owners 
was largely consistent with the national average. 

As would be expected, owners of SMEs in the Atlantic 
provinces were predominantly English-speaking; 
however, the proportion of owners who spoke a 
language other than English or French (1 percent of 
Atlantic region business owners) was substantially 
lower than the national average of 14 percent. 


ATLANTIC REGION BusiNEss GROWTH AND 
INNOVATION 


Approximately 38 percent of Atlantic Canada 

SME owners intended to expand their businesses 
within the next two years compared with 39 percent 
nationally. Developing a growth strategy is 
contingent on identifying drivers of, and obstacles to, 
growth. Firms across Canada reported productivity, 
commercialization, succession planning and access to 
financing as the top drivers for business success. One 
growth strategy is exporting and 9 percent of Atlantic 
Canada business owners exported products or services 
outside Canada in 2004, marginally higher than the 
national average of 8 percent of SMEs. 


Another means of achieving business growth is 
through innovation. From 2000 to 2004, small, 
medium-sized and large firms throughout the Atlantic 
region funded in excess of $826 million in research 
and development (R&D), accounting for 21 percent 
of R&D expenditures in the Atlantic provinces (see 
Figure 3). 

According to the 2004 Survey on Financing of Small 
and Medium Enterprises, 23 percent of Atlantic 
Canada’s SMEs reported some investment in R&D 
during 2004 compared with the national average of 
29 percent. Only 2 percent of Atlantic region SMEs 


4 Knowledge-based firms are defined using Industry Canada’s categorization of industries in the science and technology field and those 
considered “high knowledge” based on measures of research and development activity. 
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Table 2 


Profile of Entrepreneurs, Comparison between Atlantic Region and Canada, 2004 


1 percent visible minority, 3 percent Aboriginal, 
2 percent disabled and 2 percent are recent 
immigrants 


11 percent have fewer than 5 years, 17 percent 
have 5 to 10 years and 72 percent have more than 
10 years 


Minority Status 


2 percent are under 30, 89 percent are between 30 Age 3 percent are under 30, 87 percent are between 30 
and 64, and 9 percent are over 65 years and 64, and 10 percent are over 65 years 

88 percent speak English, 11 percent speak French First Language 67 percent speak English, 19 percent speak French 
and | percent speak a non-official language and 14 percent speak a non-official language 


Managerial Experience 


Atlantic Region Entrepreneurs | Characteristics National Average 
11 percent owned by women, 69 percent owned Gender 16 percent owned by women, 64 percent owned 
by men and 20 percent are equal partnerships by men and 20 percent are equal partnerships 


7 percent visible minority, 2 percent Aboriginal, 
4 percent disabled and | percent are recent 
immigrants 


12 percent have fewer than 5 years, 19 percent 
have 5 to 10 years and 69 percent have more than 
10 years 


49 percent urban-based and 51 percent rural-based 72 percent urban-based and 28 percent rural-based 


9 percent export outside Canada Export Activity 8 percent export outside Canada 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


devoted more than 20 percent of their investments 

to R&D (compared with 4 percent nationally), the 
lowest proportion of research-intensive firms relative 
to other regions of Canada. This is consistent with 
the proportion of knowledge-based firms in Atlantic 
Canada, at 3 percent, which is the lowest of all 
Canadian regions. Past research suggests that SMEs 
that accessed equity financing were, in general, more 
likely to conduct R&D activities than firms that 
sought debt financing.° Hence, the relative scarcity of 
innovative firms in the Atlantic region may be linked 
to access to venture capital. 


Nationally, business owners were more likely to 
identify as obstacles to growth external factors (such 
as current tax levels and finding qualified labour) 

than internal causes (such as low profitability and 
insurance rates). Table 3 shows the relative importance 
of various obstacles to growth as perceived by 

SME owners. Owners in the Atlantic region were 
particularly concerned about levels of taxation and 
insurance rates. Access to financing was cited less 


frequently as a barrier to growth than most other 
factors (but was cited as a barrier more often than the 
national average), mentioned as an obstacle by 

26 percent of Atlantic region SME owners. 


Figure 3 
Expenditures on Research and Development in 
the Atlantic Provinces, 2000-2004 

1000 


easaset -B 
800 _ocsmecseeeeell 


peeeeceese” 
600 


400 


200 


Expenditures ($ millions) 


2001 2002 2003 2004 


Gross Domestic Expenditure on Research and 
Development (GERD) 


Business Expenditure on Research and 
Development (BERD) 


Source: Statistics Canada, CANSIM, Table 358-0001 and Catalogue No. 88FOO06XIE, 
Estimates of Canadian Research and Development Expenditures. 


> Baldwin, J., G. Gellatly and V. Gaudreault. “Financing Innovation in New Small Firms: New Evidence from Canada,” Statistics 


Canada, May 2002. 
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Table 3 
Perceived Obstacles to Business Growth and 
Development, 2004 


Atlantic 
Region 
SMEs 


SME 
National 
Average 


External to | Levels of Taxation 


Finding Qualified 
Labour 36 3h 


the Firm 


Instability of Consumer 
Demand 42 36 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004. 


FINANCING ACTIVITY 


During 2004, 26 percent of Atlantic Canada SMEs 
applied for some form of external financing. Table 4 
presents an overview of the financing activity of 
SMEs in the major regions of Canada during 2004. 

It summarizes, by region, rates at which SMEs applied 
for various forms of financing and corresponding rates 
of approval. 


Internal to 
the Firm 


Table 4 shows that 20 percent of Atlantic Canada 
SMEs applied for commercial loan financing. 


Table 4 
Financing Request and Approval Rates, 2004 


British 
Columbia 


Type of Financing 


Lease Financing 


Equity Financing 
Approval Rate* 


Government Grant Request Rate 
or Subsidy Approval Rate 


* Data not available due to low quality or confidentiality concerns. 


Debt Financing 


Prairie 
Provinces 


The majority (65 percent) of loan applications were 
made to chartered banks and 18 percent were made to 
credit unions or Caisses populaires (see Figure 4). 
The most frequent types of loan applications were 
from owners seeking to finance working capital 

(54 percent of loan applications) or to finance fixed 
assets (50 percent of loan applications). 


Table 4 also reports the rate at which loan applications 
were approved; however, among those that were not 
approved were instances where loan applications 

were pending at the time of data collection as well as 
instances where the application had been withdrawn. 
After allowing for these events, approximately 

13 percent of loan applications from Atlantic Canada 
SMEs were turned down, a rate that is slightly higher 
than the 12 percent national average. At the same time, 
68 percent of SMEs in the region that sought financing 
were Satisfied with the overall level of service 
provided by their credit supplier (compared with a 
national average of 62 percent). 


Approximately 3 percent of Atlantic Canada business 
owners sought lease financing and approval rates for 
leases were high (94 percent), commensurate with 
those reported in other regions. 


Rates of application for equity financing were low in 
all regions, with fewer than 2 percent of firms seeking 


Atlantic 
Provinces 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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Figure 4 


Financial Supplier Approached by SMEs by Type of Financing, 2004 


Chartered Bank 


Credit Union or Caisses populaires 


Debt Financing 


Crown Corporation or 
Government Institution 


Other Credit Supplier 


Manufacturer, Dealer or Supplier 


Leasing Company 


Lease Financing 


10% 20% 


sree Atlantic Provinces 


27 


40% 50% 


eee National Average 


30% 60% 70% 80% 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


equity financing during 2004. Differences across 
regions were not statistically significant. 


AtLantic Canaba’s FINANCING ENVIRONMENT 


According to the 2005 SME Financing Data 

Initiative Survey of Suppliers of Business Financing, 
approximately $868 billion in commercial lending was 
authorized in almost 2 million transactions nationwide. 
In the Atlantic region, lenders authorized a total of 
$32 billion in debt financing in almost 122 000 
transactions. 


Nationally, loan authorizations of less than $250 000 
(arguably, most of these were loans to smaller 
enterprises) comprised more than $70 billion and 
were made available in the course of approximately 
1.6 million transactions. Of the latter, $42 billion was 
outstanding at the end of 2005.° 


SMEs in Atlantic Canada appear to have faced 
similar application requirements as firms elsewhere in 
Canada (Figure 5). Atlantic region lenders were only 
somewhat less likely to require formal applications 

or appraisals of the assets being financed, but slightly 
more likely to require business plans. 


CapitaL STRUCTURE 


SME owners typically look to informal sources of 
financing, such as personal loans and personal savings, 
when starting a business or funding day-to-day 
operations. Figures 6 and 7 list sources of financing 
used by an average Atlantic Canada SME compared 
with the average firm in Canada during start-up and 
for established operations in 2004. 


At the start-up stage, the primary sources of financial 
capital for SMEs in the Atlantic region were personal 
savings and personal credit instruments. This pattern 


° SME Financing Data Initiative, Statistics Canada, Survey of Suppliers of Business Financing, 2005. Note that total authorization 
amounts are defined as the sum of clients’ maximum amount of money they are permitted to borrow from a supplier. This may not 
be the amount the client actually borrows. Outstanding debt is defined as the principal amount of money that a client has actually 

borrowed but not yet paid back, aggregated over all clients. 
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Figure 5 
Security and Documentation Required by Financial Providers, 2004 


Business Assets Required as Collateral 
Personal Assets Required as Collateral 


Co-Signature Required 


Documentation Requested 
Business Financial Statement Required 
Formal Application Required 


Personal Financial Statement Required 
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Business Plan Required 


Cash Flow Projections Required 


Appraisal of Assets Required 


10% 20% 


| 


26 


0% 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


was repeated for SMEs in all regions. Among 
established firms, Atlantic region companies were 

as likely as companies in other regions to have used 
informal sources, such as retained earnings, personal 
savings and personal credit cards, but more likely 

to resort to formal instruments (such as commercial 
credit cards, commercial lines of credit and 
commercial loans). 


Risk CAPITAL 


Risk capital is a means of financing often used by 
high-growth, knowledge-based or technology-based 
firms.’ Risk capital includes angel investment (venture 
financing provided by a high net worth individual), 
loans from friends and family, and formal venture 
capital, as well as subordinated debt and capital from 
public share offerings on capital markets. Firms that 
seek risk capital tend to be early stage or in the process 


7 Industry Canada, “Canadian Venture Capital Activity: An Analysis 


30% 40% 50% 80% 


en) National Average 


60% 70% 


tlantic Provinces 


of developing a concept or product and bringing that 
product to market. Since these firms are often not yet 
generating revenues and lack tangible assets, they 
have problems accessing credit.* Risk capital is more 
suitable for such firms as it offers a means to raise 
money that does not require an immediate cash flow 
to support repayments. Of Canadian firms that had, at 
some point in their development, sought risk capital, 


e 23 percent approached friends or family for 
financing, 
e 22 percent sought out business angels, 


20 percent looked to existing stakeholders, and 


7 percent contacted a venture capital firm. 


Approximately 14 percent of businesses in Atlantic 
Canada have received angel financing over their 
history and 23 percent have received financing from 
friends and family.’ 


of Trends and Gaps, 1996-2002.” 


8 SME Financing Data Initiative, Industry Canada, “Small and Medium-Sized Enterprise Financing in Canada, 2003.” 


° Riding, A. and Belanger, B. “Small Business Financing Profiles: Informally Financed SMEs,” SME Financing Data Initiative, 


Industry Canada, September 2006. 
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Figure 6 
Sources of Financing Used During Start-up* 


Commercial Loans 


Commercial Lines of Credit 


Commercial Credit Cards 


Formal Instruments 


Leasing 


Personal Savings of Owner(s) 


Personal Credit Cards of Owner(s) 


Personal Lines of Credit of Owner(s) 


Trade Credit from Suppliers 


Informal Instruments 


Personal Loans of Owner(s) 


Loans from Friends and 


Relatives of Owner(s) 
ere es eS ee 


10% 20% 30% 40% 50% 60% 70% 
ee Atlantic Provinces nents National Average 


* Start-up is defined as the period prior to the first sale of goods or services. Includes any source used, regardless of whether it was authorized or obtained in a previous year. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Figure 7 
Sources of Financing for Established Firms, 2004* 


Commercial Credit Cards 


Commercial Lines of Credit 
Commercial Loans 


Leasing 


Formal Instruments 


Government Loans and Grants 


Venture Capital Funds 


Retained Earnings 

Personal Savings of Owner(s) 
Personal Credit Cards of Owner(s) 
Trade Credit from Suppliers 


Personal Lines of Credit of Owner(s) 


Informal Instruments 


Personal Loans of Owner(s) 


Loans from Friends and Relatives 
of Owner(s) 


0% 10% 20% 30% 40% 50% 60% 70% 


ee Atlantic Provinces fal National Average 


* Includes any source used, regardless of whether it was authorized or obtained in a previous year. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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Although more than 38 percent of SME owners in 
Atlantic Canada intend to expand in the next two 
years, 55 percent of these stated they were willing to 
share equity in their business to achieve their growth 
objectives. By comparison, 39 percent of business re 
owners across Canada expect to grow and 46 percent 60 
of Canadian entrepreneurs were willing to share 
ownership in their business to obtain growth capital. 


Figure 8 
Venture Capital Activity in Atlantic Provinces, 2000-2006 


80 


50 
40 


Venture Capitat Activity in ATLANTIC CANADA, 


2000-2006 


Venture capital (VC) is a form of risk capital used 

to support a small number of high-growth early- 

stage firms as they expand beyond the seed financing 20007 2001 20027 | 2003 E004 22005 = 2006 
: ; hea : G8 Amount Invested 

SSO: During 2006, SHAMAN) wane capital firms a ee 

invested a total of $32 million in Atlantic Canada - - Number of Companies 


enterprises, the least among any of Canada’s major Source: Thomson Financial, 2006. 


Amount Invested ($ millions) 
Number of Companies 


economic regions. This represents a disproportionately 


low share of venture capital, less than 2 percent of the 
Figure 9 


$1.693 billion national total in a region that comprises Resional Shaves of Venture Capital Investment, 2006 


7 percent of Canada’s population. e 


Figure 8 presents recent trends in venture capital 
investment in the Atlantic region. As was true 
nationally, venture capital activity peaked during 
the technology boom of the late 1990s and has since 
moderated, a consequence of the bursting of the 
technology bubble in 2000. 


Figure 9 compares the share of venture capital 

investments in each of Canada’s major regions with 

their share of knowledge-based businesses. The chart 

shows that Atlantic Canada’s share of venture capital SETS. Thai eta meres 
activity is less than would be expected based on its Columbia Provinces Provinces 


share of knowledge-based industries (KBIs). HE Proportion of VC Investments 
- 48 - Proportion of Knowledge-Based Industries 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004; Thomson Financial, 2006. 
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SUMMARY AND DISCUSSION 


SMEs in both the Atlantic region and Canada are 
small, typically with four or fewer employees; 
however, self-employment appears to be relatively 
less prevalent in Atlantic Canada than in most regions. 
Like many Canadian SMEs, those in Atlantic Canada 
rely on informal sources of financing, such as personal 
savings and personal credit. Commercial banks are 
important suppliers of debt financing for Atlantic 
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Canada SMEs. Atlantic region firms tend to be 

slightly less growth oriented and less likely to be 

R&D intensive. Risk capital is an important source of 
financing among high-growth and technology-focused 
SMEs; however, firms in the Atlantic region obtained 
venture capital at a rate that was lower than its share of 
knowledge-based industries. This is likely attributable 
to the relatively lower incidence of innovative and 
knowledge-based enterprises in the region. 
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SME Financinc Data INITIATIVE 


Small Business Financing Profiles is an ongoing series 
of articles on specific segments of the marketplace and 
a component of Industry Canada’s reporting efforts on 
SME financing. 


Consistent with recommendations in 1999 from the 

Task Force on the Future of the Canadian Financial 
Services Sector, the SME Financing Data Initiative is a 
comprehensive data collection program on SME financing 
in Canada. In partnership with Statistics Canada and 
Finance Canada, Industry Canada reports on the supply 
of, and demand for, small and medium-sized business 


financing to provide a complete picture of SME financing. 


As part of the initiative, Statistics Canada administers 

a series of national surveys on small and medium-sized 
enterprises (Survey on Financing of Small and Medium 
Enterprises) and financial providers (Survey of Suppliers 
of Business Financing). Industry Canada supplements 
these surveys with additional research into niche areas of 
SME financing. 


For further information on the SME Financing Data | 


Initiative and access to statistical findings and reports, 
visit www.sme-fdi.ge.ca. For information regarding the 
methodology of the Survey on Financing of Small and 
Medium Enterprises, visit Statistics Canada’s website at 
www.statcan.ca. 


For further information on this article, email smefdi@ic.ge.ca. 
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Small and Medium-Sized Enterprises in Ontario 


Small and medium-sized enterprises (SMEs) account for 

97 percent of all Ontario businesses.’ Not only have SMEs been 
important drivers of job creation and economic growth, but 

they have also been strong contributors to productivity, having 
led larger firms in productivity growth over the last 10 years.’ 
Access to financing is critical if SMEs are to develop and expand. 
Using data from the SME Financing Data Initiative, this article 
provides an overview of the characteristics of SMEs in Ontario 
and compares financing activity between the average Ontario 
firm and the average Canadian firm. 


Summary of Key Findings: /n general, the financing 
patterns of Ontario SMEs are similar to those of other Canadian 
firms. SMEs in Ontario and Canada are small, typically with 
four or fewer employees. In Ontario, chartered banks are the 
most important suppliers of debt financing to SMEs. Compared 
with other regions, Ontario firms tend to be slightly more growth 
oriented, more likely to be research and development (R&D) 
intensive, and relatively more represented within knowledge- 
based industries (KBIs). Like many Canadian SMEs, those in 
Ontario rely on informal sources of financing, such as personal 
savings and personal credit. Although less commonly accessed, 
risk capital appears to be an important source of financing 
among high-growth and technology-focused SMEs. Firms in 
Ontario obtained venture capital at a rate commensurate with its 
share of knowledge-based industries. 


| Statistics Canada, Business Register, December 2004. 


Allan Riding, University of Ottawa 
Barbara Orser, University of Ottawa 


Definitions 


This analysis defines small and medium-sized enterprises 
(SMEs) as commercial (for-profit) businesses with fewer than 
500 employees and less than $50 million in annual revenues. 


Non-profit and government organizations, schools, hospitals, 
subsidiaries, co-operatives, and finance and leasing companies 
are excluded. 


This analysis compares the profile and financing activity of 
SMEs in Ontario with national averages. 


GENERAL CHARACTERISTICS 
Ontario SeEttinG For SMEs 


Ontario is the primary regional economy within 
Canada, accounting for 40 percent of Canada’s gross 
domestic product (GDP) in 2004. A high proportion 
of commercial activity in Ontario is focused on 
automotive and machinery manufacturing and Ontario 
accounts for 60 percent of all Canadian manufactured 
exports. According to Statistics Canada’s 2004 Survey 
on Financing of Small and Medium Enterprises, 

there were approximately 1.4 million commercial 


2 RBC Financial Group, “Small and Medium-Sized Businesses are Driving Productivity Gains,” October 2006. 


www.rbc.com/newsroom/20061030smalibiz.html 


(for-profit) small and medium-sized firms in Canada 
during 2004. Of these, approximately 36 percent 
operated in Ontario, a proportion consistent with 
Ontario’s 39 percent share of the 2004 Canadian 
population. Table 1 shows the regional distribution of 
population, SMEs and Canadian GDP. 


Table 1 
Distribution of SMEs, Gross Domestic Product and 
Population across Canada, 2004 


SME Share | GDP Share 


(% Canada) 


Population 


Atlantic 
Provinces 


ic ee a EF Ree PETE 
[CanadaTota | 100 | 100+ —100_—_—| 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004. 


Statistics Canada, CANSIM, Table 051-0001, Estimates of Population, by Age 
Group and Sex, Canada, Provinces and Territories. 


Statistics Canada, CANSIM, Table 384-0002, Gross Domestic Product, 
Expenditure-Based, by Province and Territory. 

The incidence of all business formation in Ontario 
was slightly less than the national average, with 
68.6 establishments per 1000 population of the 
province (compared with the national average of 
71.5 establishments per 1000 population of Canada). 
The age distribution of SMEs in Ontario was 
consistent with the national average. Approximately 
10.0 percent of firms in Ontario first started selling 
goods or services between 2002 and 2004. 

The national average was 11.2 percent. 


PREDOMINANTLY SMALLER FIRMS IN ONTARIO 


Size of firm is an important aspect of SME financing. 
Medium-sized and large firms are more likely to 


seek external financing than small businesses. It is 


also widely believed that small firms are less able to 


obtain financing than large firms and that small firms 
are more likely to turn to informal sources of capital, 
including personal finances. Figure 1 compares the 
size distribution of Ontario SMEs with the national 
average and shows that SMEs in Ontario were mostly 
small enterprises, with 97 percent employing fewer 
than 20 people. This distribution was consistent with 
the national average. Prominent among SMEs are 
self-employed individuals. In Ontario, self-employed 
persons comprised more than half of all SMEs and 
self-employed individuals accounted for 11.4 percent 
of all workers in Ontario, compared with the national 
average of 11.9 percent.’ 


Figure 1 


Distribution of Ontario SMEs by Business Size, 2004 
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Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004. 


> Statistics Canada, Labour Force Survey. www40.statcan.ca/101/cst01/labr66a.htm 
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INDUSTRIAL COMPOSITION OF OntTARIO SMEs 


The industry sector is also an important determinant 
of SMEs’ needs for, and access to, financial capital. 
Figure 2 compares the sectoral distribution of Ontario 
SMEs with the national average distribution. Ontario 
SMEs operated in all major industry sectors and 
Ontario laid claim to relatively more firms in the 
wholesale/retail, professional services, tourism and 
knowledge-based sectors.* With 7 percent of Ontario 
firms in knowledge-based sectors, Ontario ranked 
first in Canada in this respect, followed by British 
Columbia (with 6 percent) and the Prairies and 
Quebec (each with 5 percent). In keeping with its 
high share of urban population, Ontario encompassed 
relatively fewer firms in agriculture-related and 
primary industries. 


Figure 2 
Distribution of Ontario SMEs by Industry Sector, 2004 


50% 


HS Ontario MB National Average 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004. 


CHARACTERISTICS OF SME Owners IN ONTARIO 


Table 2 compares the profiles of primary owners 

of Ontario SMEs with national averages. The data 
show that the profile of Ontario SME owners was 
largely consistent with the national average. As would 
be expected, Ontario owners were predominantly 
English-speaking (78 percent); however, the 
proportion of owners who spoke a language other 
than English or French (19 percent) was substantially 
higher than the national average of 14 percent and 
second only to British Columbia. 


Ontario Business GROWTH AND INNOVATION 


Approximately 42 percent of Ontario SME owners 
intended to expand their businesses within the next 
two years compared with 39 percent nationally. 
Developing a growth strategy is contingent on 
identifying drivers of, and obstacles to, growth. 
Firms across Canada reported productivity, 
commercialization, succession planning and access to 
financing as the top drivers for business success. One 
growth strategy is exporting and 8 percent of both 
Ontario and all Canadian SMEs exported products or 
services outside Canada in 2004. 


Another means of achieving business growth is 
through innovation. In keeping with the relatively 
higher proportion of knowledge-based firms, 

it is not surprising that Ontario firms were relatively 
more likely to invest in research and development 
(R&D). From 2000 to 2004, small, medium-sized 
and large firms in Ontario funded in excess of 

$29 billion in R&D, accounting for over half of the 
R&D expenditures in the province (see Figure 3). 


According to the 2004 Survey on Financing of Small 
and Medium Enterprises, 34 percent of Ontario’s 
SMEs reported some investment in R&D during 2004 
compared with the national average of 29 percent. 


4 Knowledge-based firms are defined using Industry Canada’s categorization of industries in the science and technology field and those 
considered “high knowledge” based on measures of research and development activity. 
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Table 2 
Profile of Entrepreneurs, Comparison between na and Canada, 2004 


Ontario Entrepreneurs Characteristics National Average 

16 percent owned by women, 64 percent owned Gender 16 percent owned by women, 64 percent owned 
by men and 20 percent are equal partnerships by men and 20 percent are equal partnerships 

10 percent visible minority, 4 percent disabled and Minority Status 7 percent visible minority, 4 percent disabled and 
1 percent are recent immigrants 1 percent are recent immigrants 

2 percent are under 30, 86 percent are between Age 3 percent are under 30, 87 percent are between 

30 and 64, and 11 percent are over 65 years 30 and 64, and 10 percent are over 65 years 

78 percent speak English, 3 percent speak French First Language 67 percent speak English, 19 percent speak French 
and 19 percent speak a non-official language and 14 percent speak a non-official language 

13 percent have fewer than 5 years, 21 percent Managerial Experience | 12 percent have fewer than 5 years, 19 percent 


have 5 to 10 years and 66 percent have more than have 5 to 10 years and 69 percent have more than 
10 years 10 years 


83 percent urban-based and 17 percent rural-based 72 percent urban-based and 28 percent rural-based 
8 percent export outside Canada Export Activity 8 percent export outside Canada 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


more than 20 percent of their investments to R&D. 
chia P h hat SMEs th d equi 
Expenditures on Research and Development in Ontario, ast research suggests that s that accessed equity 
2000-2004 financing were more likely to conduct R&D activities 

12 000 than firms that sought debt financing. 


ane Nationally, business owners were more likely to 
identify as obstacles to growth external factors (such 

8 000 as current tax levels and finding qualified labour) 

than internal causes (such as low profitability and 


6 000 insurance rates) (see Table 3). Ontario firms cited 
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taxation (48 percent) and insurance rates (42 percent) 
4.000 ; ; 
2001 2002 2003 2004 among the top concerns. Access to financing was cited 
Gross Domestic Expenditure on Research and less frequently as a barrier to growth than most other 
GERD factors, mentioned as an obstacle by 20 percent of 
Business Expenditure on Research and 9 
Development (BERD) Ontario SME owners. 


Source: Statistics Canada, CANSIM, Table 358-0001 and Catalogue No. 88FOO06XIE, 
Estimates of Canadian Research and Development Expenditures. 


FINANCING ACTIVITY 


Moreover, business R&D expenditures in Ontario During 2004, 20 percent of Ontario SMEs applied 
accounted for 52 percent of the national total, followed for some form of external financing. Table 4 presents 
by Quebec (30 percent) and British Columbia (less an overview of the financing activity of SMEs in 
than 10 percent). More than 5 percent of Ontario the major regions of Canada during 2004. Ontario 
SMEs were especially research-intensive, devoting entrepreneurs made fewer requests for debt and 


° Baldwin, J., G. Gellatly and V. Gaudreault. “Financing Innovation in New Small Firms: New Evidence from Canada,” Statistics 
Canada, May 2002. 
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Table 3 
Perceived Obstacles to Business Growth and 
Development, 2004 


SME 
National 
Average 


External to 

eae Beene 
Labour 36 334) 
‘alert ee 
Demand 37 36 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


Ontario 
SMEs 


Internal to 
the Firm 


leasing than SMEs nationally. The most frequent 
request was to chartered banks (84 percent) as seen in 
Figure 4. The most frequent types of loan applications 
were for fixed assets (44 percent) and working capital 
(63 percent). 


Table 4 also reports the rate at which loan applications 
were approved; however, among those that were not 
approved were instances where loan applications 


Table 4 
Financing Request and Approval Rates, 2004 


British 
Columbia 


* Data not available due to low quality or confidentiality concerns. 


Type of Financing 
Debt Financing 


Lease Financing 
Equity Financing 


Government Grant 
or Subsidy 


Prairie 
Provinces 


were pending at the time of data collection as well as 
instances where the application had been withdrawn. 
After allowing for these events, a total of 15 percent 
of adjudicated applications for commercial loans from 
Ontario firms were turned down. This is higher than 
the 12 percent national average. At the same time, 

63 percent of the SMEs in Ontario that sought 
financing were satisfied with the overall level of 
service provided by their credit supplier (compared 
with a national average of 62 percent). 

Only 2 percent of Ontario business owners sought 


lease financing and approval rates were commensurate 
with those reported in other regions. 


Rates of application for equity financing were low in 
all regions, with fewer than 2 percent of firms seeking 
equity financing during 2004. Differences across 
regions were not statistically significant. 


ONTARIO’S FINANCING ENVIRONMENT 


According to the 2005 SME Financing Data 

Initiative Survey of Suppliers of Business Financing, 
approximately $868 billion in debt financing was 
authorized in almost 2 million transactions nationwide. 
In Ontario, lenders authorized a total of $434 billion 
in commercial debt financing in more than 652 000 
transactions. 


Atlantic 


Provinces Canada 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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Figure 4 


Financial Supplier Approached by SMEs by Type of Financing, 2004 


Chartered Bank 


Credit Union or Caisses populaires 


Crown Corporation or 
Government Institution 


Debt Financing 


Other Credit Supplier 


Manufacturer, Dealer or Supplier 


Leasing Company 


Lease Financing 


20% 


[ees] Ontario 


40% 60% 


Pas National Average 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Nationally, loan authorizations of less than $250 000 
(arguably, most of these were loans to smaller 
enterprises) comprised more than $70 billion and were 
made available in the course of approximately 

1.6 million loan transactions. Of the latter, $42 billion 
was outstanding at the end of 2005.° 


To a greater extent than any other region, Ontario 
SMEs drew on chartered banks as their main source 
for debt financing with chartered banks being the 
credit supplier of choice for 84 percent of loan 
applicants, substantially greater than the 63 percent 
national average (see Figure 4). This proportion 

is consistent with the composition of the financial 
services sector in Ontario. Compared with other 
regions, credit unions and Caisses populaires have not 
been as important in Ontario, receiving 4 percent 
of loan requests. 


SMEs in Ontario appear to have faced similar 
application requirements as firms elsewhere in Canada 
(Figure 5). Ontario lenders, primarily banks, were 

less likely to require business and personal financial 
statements and somewhat more likely to require 
formal applications. Ontario lenders were also less 
likely to require business plans and appraisals of the 
assets being financed. 


Capitat STRUCTURE 


SME owners typically look to informal sources of 
financing, such as personal loans and personal savings, 
when starting a business or funding day-to-day 
operations. Figures 6 and 7 list sources of financing 
used by average Ontario SMEs compared with average 
firms in Canada during start-up and for established 
operations in 2004. 


° SME Financing Data Initiative, Statistics Canada, Survey of Suppliers of Business Financing, 2005. Note that total authorization 
amounts are defined as the sum of clients’ maximum amount of money they are permitted to borrow from a supplier. This may not 
be the amount the client actually borrows. Outstanding debt is defined as the principal amount of money that a client has actually 

borrowed but not yet paid back, aggregated over all clients. 
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Figure 5 
Security and Documentation Required by Financial Providers, 2004 


Business Assets Required as Collateral 
Personal Assets Required as Collateral 


Co-Signature Required 


Documentation Requested 


Business Financial Statement Required 


Formal Application Required 


Personal Financial Statement Required 


Documentation 


Business Plan Required 


Cash Flow Projections Required 


Appraisal of Assets Required re 


10% 20% 30% 


Es Ontario 


40% 50% 60% 70% 80% 90% 


Ge National Average 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


At the start-up stage, the primary sources of financial are often not yet generating revenues and lack 


capital in Ontario were personal savings and personal _ tangible assets, they have problems accessing credit.* 


credit instruments. This pattern was repeated for Risk capital is more suitable for such firms as it 


SMEs in all regions. Among established firms, Ontario offers a means to raise money that does not require an 


companies were as likely as companies in other immediate cash flow to support repayments. As such, 
regions to have used informal sources, such as retained risk capital may be especially important in the Ontario 
earnings, personal savings and personal credit cards. context given the relatively high proportion of R&D- 
intensive, knowledge-based firms, and growth firms. 
Risk Capitat Of Canadian firms that had, at some point in their 


Risk capital is a means of financing often used by development, sought risk capital, 


high-growth, knowledge-based or technology-based ® 
firms.’ Risk capital includes angel investment (venture 
financing provided by a high net worth individual), e 
loans from friends and family, and formal venture A 
capital, as well as subordinated debt and capital : 
from public share offerings on capital markets. 

Firms that seek risk capital tend to be early stage or 
in the process of developing a concept or product and 
bringing that product to market. Since these firms 


23 percent approached friends or family for 
financing, 


22 percent sought out business angels, 
20 percent looked to existing stakeholders, and 


7 percent contacted a venture capital firm. 


Approximately 12 percent of businesses in Ontario 
have received angel financing over their history, the 
lowest relative frequency of business angel investment 


7 Industry Canada, “Canadian Venture Capital Activity: An Analysis of Trends and Gaps, 1996-2002.” 


8 SME Financing Data Initiative, Industry Canada, “Small and Medium-Sized Enterprise Financing in Canada, 2003.” 
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Figure 6 
Sources of Financing Used During Start-up* 


Commercial Loans 


Commercial Lines of Credit 


Commercial Credit Cards 


Formal Instruments 


Leasing 


Personal Savings of Owner(s) 


Personal Credit Cards of Owner(s) 


Personal Lines of Credit of Owner(s) 


Trade Credit from Suppliers 


Informal Instruments 


Personal Loans of Owner(s) 


Loans from Friends and 
Relatives of Owner(s) 


0% 10% 20% 30% 40% 50% 60% 70% 


eee Ontario eae | National Average 


* Start-up is defined as the period prior to the first sale of goods or services. Includes any source used, regardless of whether it was authorized or obtained in a previous year. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Figure 7 
Sources of Financing for Established Firms, 2004* 
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* Includes any source used, regardless of whether it was authorized or obtained in a previous year. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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in any Canadian region. Almost 27 percent of Ontario 
firms have received financing from friends and family 
(the highest proportion among Canadian regions).° 


Approximately 1.3 percent of Ontario firms actually 
sought equity financing (see Table 4) in 2004. 
Although more than 41 percent of SME owners 

in Ontario intend to expand in the next two years, 
only 43 percent of these stated they were willing 

to share equity in their business to achieve their 
growth objectives. By comparison, 46 percent 

of entrepreneurs in Canada were willing to share 
ownership in their business to obtain growth capital. 


Venture Capitat Activity in ONTARIO, 
2000-2006 


Venture capital (VC) is a form of risk capital used to 
support a small number of high-growth early-stage 
firms as they expand and move beyond the seed 
financing stage. During 2006, institutional venture 
capital firms invested a total of $686 million in 
Ontario firms, 41 percent of the $1.693 billion national 
total. As a proportion of total venture capital activity, 
this is down slightly from 45 percent in 2005. 

Figure 8 shows recent trends in venture capital 
investment in Ontario. As was true for the rest of 
Canada, venture capital activity peaked during the 
technology boom of the late 1990s and has since 
moderated, a consequence of the bursting of the 
technology bubble in 2000. 


Figure 9 compares the share of venture capital 
investments in each of Canada’s major regions with 
their share of knowledge-based industries (KBIs). 

The chart shows that Ontario’s share of venture capital 
activity is approximately commensurate with its share 
of knowledge-based firms. Conversely, the chart 
suggests that the level of venture capital investment in 
Quebec is disproportionately large. 


Figure 8 
Venture Capital Activity in Ontario, 2000-2006 


Amount Invested ($ millions) 


2000 2001 2002 2003 2004 2005 2006 
= Amount Invested 
MH New Funds Raised 
~ ~~ Number of Companies 


Source: Thomson Financial, 2006. 


Figure 9 
Regional Shares of Venture Capital Investment, 2006 


British Prairie Ontario Quebec Atlantic 
Columbia Provinces Provinces 


HH Proportion of VC Investments 
~ i - Proportion of Knowledge-Based Industries 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004; Thomson Financial, 2006. 


° Riding, A. and Belanger, B. “Small Business F inancing Profiles: Informally Financed SMEs,” SME Financing Data Initiative, 


Industry Canada, September 2006. 
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SUMMARY AND DISCUSSION 


In general, the financing patterns of Ontario SMEs 

are similar to those of other Canadian firms. SMEs in 
Ontario and Canada are small, typically with four or 
fewer employees. In Ontario, chartered banks are the 
most important suppliers of debt financing to SMEs. 
Ontario firms tend to be slightly more growth oriented, 
more likely to be R&D intensive, and relatively more 


represented within knowledge-based industries. 

Like many Canadian SMEs, those in Ontario rely 

on informal sources of financing, such as personal 
savings and personal credit. Although less commonly 
accessed, risk capital appears to be an important 
source of financing among high-growth and 
technology-focused SMEs. Firms in Ontario obtained 
venture capital at a rate commensurate with its share 
of knowledge-based industries. 
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SME Financinec Data INITIATIVE 


Small Business Financing Profiles is an ongoing series 
of articles on specific segments of the marketplace and 
a component of Industry Canada’s reporting efforts on 
SME financing. 


Consistent with recommendations in 1999 from the 

Task Force on the Future of the Canadian Financial 
Services Sector, the SME Financing Data Initiative is a 
comprehensive data collection program on SME financing 
in Canada. In partnership with Statistics Canada and 
Finance Canada, Industry Canada reports on the supply 
of, and demand for, small and medium-sized business 


financing to provide a complete picture of SME financing. 


As part of the initiative, Statistics Canada administers 

a series of national surveys on small and medium-sized 
enterprises (Survey on Financing of Small and Medium 
Enterprises) and financial providers (Survey of Suppliers 
of Business Financing). Industry Canada supplements 
these surveys with additional research into niche areas of 
SME financing. 


For further information on the SME Financing Data 
Initiative and access to statistical findings and reports, 
visit www.sme-fdi.gc.ca. For information regarding the 
methodology of the Survey on Financing of Small and 
Medium Enterprises, visit Statistics Canada’s website at 
www.statcan.ca. 


For further information on this article, email smefdi@ic.gc.ca. 
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Small and Medium-Sized Enterprises in the Prairie 


Provinces 


In the Prairie provinces, small and medium-sized enterprises 
(SMEs) account for 97 percent of all businesses.' Not only have 
SMEs been important drivers of job creation and economic 
growth, but they have also been strong contributors to 
productivity, having led larger firms in productivity growth over 
the last 10 years.’ Access to financing is critical if SMEs are to 
develop and expand. Using data from the SME Financing Data 
Initiative, this article provides an overview of the characteristics 
of SMEs in the Prairie provinces and compares financing activity 
between the average firm in the Prairie provinces and the 
average Canadian firm. 


Summary of Key Findings: SMEs in the Prairie provinces 
are small, typically with four or fewer employees. Like many 
Canadian SMEs, those in the Prairie provinces rely on informal 
sources of financing, such as personal savings and personal 
credit. Yet the financing patterns of Prairie region SMEs also 
differ in several respects from those of other Canadian firms. 
Although chartered banks are the primary suppliers of debt 
financing for SMEs, financing co-operatives are also important 
suppliers of debt financing for Prairie region SMEs. Prairie 
region firms tend to be slightly less likely to be research 

and development (R&D) intensive. Risk-capital investment, 

an important source of financing among high-growth and 
technology-focused SMEs, appears to be disproportionately low 
in the Prairie provinces as firms in the region obtained venture 
capital at a rate that was disproportionately less than its share of 
knowledge-based industries (KBIs). 


! Statistics Canada, Business Register, December 2004. 


2 RBC Financial Group, “Small and Medium-Sized Businesses are Driving Productivity Gains,” October 2006. 
www.rbc.com/newsroom/20061030smallbiz.html 


Allan Riding, University of Ottawa 
Barbara Orser, University of Ottawa 


Definitions 


This analysis defines small and medium-sized enterprises 
(SMEs) as commercial (for-profit) businesses with fewer than 
500 employees and less than $50 million in annual revenues. 


Non-profit and government organizations, schools, hospitals, 


subsidiaries, co-operatives, and finance and leasing companies 
are excluded. 


This analysis compares the profile and financing activity 
of SMEs throughout the Prairie provinces of Manitoba, 
Saskatchewan and Alberta with national averages. 


GENERAL CHARACTERISTICS 
SMEs IN THE Prairie PROVINCES 


With a population of more than 5.5 million people, 
the Prairie region economy is based mainly on oil 

and gas (especially Alberta, which has the fastest 
growing economy in Canada), agriculture, minerals 
and forestry, and Saskatchewan has an emerging 
biotechnology sector. According to Statistics Canada’s 
2004 Survey on Financing of Small and Medium 
Enterprises, there were approximately 1.4 million 
commercial (for-profit) small and medium-sized 


firms in Canada. Of these, approximately 22 percent 
operated in the Prairie provinces, a proportion 
somewhat higher than the Prairie region’s 17 percent 
share of the 2004 Canadian population. Table 1 shows 
the regional distribution of population, SMEs and 
Canadian gross domestic product (GDP). 

Table 1 


Distribution of SMEs, Gross Domestic Product and 
Population across Canada, 2004 


SME Share | GDP Share 


(% Canada) 


Population 
Region 
Atlantic 
ee 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004. 


Statistics Canada, CANSIM, Table 051-0001, Estimates of Population, by Age 
Group and Sex, Canada, Provinces and Territories. 


Statistics Canada, CANSIM, Table 384-0002, Gross Domestic Product, 
Expenditure-Based, by Province and Territory. 


The incidence of business formation in the Prairie 
provinces ranged from 64 establishments per 1000 
population of the province in Manitoba to 94 
establishments in Alberta and 96 establishments in 
Saskatchewan per 1000 population of the provinces. 
These rates compare with the national average of 71.5 
establishments per 1000 population of Canada. 

The age distribution of SMEs in the Prairie provinces 
was lower than the national average. Approximately 
10.2 percent of firms in the Prairie region first started 
selling goods or services between 2002 and 2004 
compared with the national average of 11.2 percent. 


HiGH PERCENTAGE OF SELF-EMPLOYED 
THROUGHOUT THE PRAIRIE PROVINCES 


Size of firm is an important aspect of SME financing. 
Medium-sized and large firms are more likely to 

seek external financing than small firms. It is also 
widely believed that small firms are less able to obtain 
financing than large firms and that small firms are 
more likely to turn to informal sources of capital, 
including personal finances. Figure 1 compares the 
size distribution of Prairie region SMEs with the 
national average. It shows that SMEs in the Prairie 
provinces were predominantly small businesses, with 
97 percent of firms employing fewer than 20 people. 
Self-employed individuals accounted for a relatively 
large fraction (58 percent) of SMEs in the Prairie 
provinces compared with approximately half of all 
firms nationwide. Likewise, self-employed individuals 
were considerably more prevalent in the Prairie 
provinces, comprising 14.6 percent of all workers 
compared with the national average of 11.9 percent. 


Figure 1 
Distribution of Prairie Region SMEs by Business Size, 2004 


60% — 58 


50% 


40% 
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G Prairie Provinces GB National Average 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004. 


> Statistics Canada, Labour Force Survey. www40.statcan.ca/101/cst01/labr66a.htm 
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INDUSTRIAL COMPOSITION OF Prairie REGION 
SMEs 


The industry sector is also an important determinant 
of SMEs’ needs for, and access to, financial capital. 
Figure 2 compares the sectoral distribution of firms 

in the Prairie region with the national average 
distribution of SMEs by sector. It shows that firms 

in the primary and agricultural services sectors were 
relatively heavily represented in the Prairie provinces, 
with correspondingly lower concentrations of firms in 
other sectors. The incidence of knowledge-based firms 
in the Prairie region was 5 percent, which compares 
with 7 percent of firms in Ontario, 6 percent of firms 
in British Columbia and 5 percent of firms in Quebec.* 


Figure 2 
Distribution of Prairie Region SMEs by Industry Sector, 2004 


50% 


GS) Prairie Provinces [J National Average 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004. 


CuHaracteristics oF SME Owners IN THE Prairie 
REGION 


Table 2 compares the profiles of primary owners of 
Prairie region SMEs with national averages. The data 
show that the profile of SME owners in the Prairie 
provinces was generally consistent with the national 
average. 


Prairie REGION Business GROWTH AND 
INNOVATION 


Approximately 35 percent of SME owners in the 
Prairie provinces intended to expand their businesses 
within the next two years compared with 39 percent 
nationally. Developing a growth strategy is 
contingent on identifying drivers of, and obstacles to, 
growth. Firms across Canada reported productivity, 
commercialization, succession planning and access to 
financing as the top drivers for business success. 

One growth strategy is exporting and 7 percent of 
Prairie region business owners exported products or 
services outside Canada in 2004, a proportion not 
statistically different from the national average 

of 8 percent of SMEs. 


Another means of achieving business growth is 
through innovation. From 2000 to 2004, small, 
medium-sized and large firms throughout the Prairie 
provinces funded nearly $5 billion in research and 
development (R&D), accounting for 39 percent of 
R&D expenditures in the region (see Figure 3). 
According to the 2004 Survey on Financing of Small 
and Medium Enterprises, 24 percent of SMEs in the 
Prairie provinces reported some investment in R&D 
during 2004. This rate is among the lowest of all 
regions in Canada, but is comparable to the national 
average of 29 percent. Only 3 percent of Prairie region 
SMEs devoted more than 20 percent of their 


4 Knowledge-based firms are defined using Industry Canada’s categorization of industries in the science and technology field and those 
considered “high knowledge” based on measures of research and development activity. 
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Table 2 
Profile of Entrepreneurs, Comparison between the Prairie Provinces and Canada, 2004 


Prairie Region Entrepreneurs ) Characteristics : National Average 


14 percent owned by women, 57 percent owned Gender 16 percent owned by women, 64 percent owned 
by men and 29 percent are equal partnerships by men and 20 percent are equal partnerships 


4 percent are under 30, 88 percent are between 
30 and 64, and 8 percent are over 65 years 


10 percent have fewer than 5 years, 15 percent 12 percent have fewer than 5 years, 19 percent 
have 5 to 10 years and 75 percent have more than have 5 to 10 years and 69 percent have more than 
10 years 10 years 


7 percent export outside Canada Export Activity 8 percent export outside Canada 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Business owners were more likely to identify as 
Figure 3 


Piseniitures on Research and Develoniient obstacles to growth external factors (such as current 
in the Prairie Provinces, 2000-2004 tax levels and finding qualified labour) than internal 
3500 causes (such as low profitability and insurance rates). 
3000 Table 3 shows the relative importance of various 


2500 ee ee obstacles to growth as perceived by SME owners. 


o® 


200+ & Generally, Prairie region perspectives on obstacles 
1500 to growth were in line with national views; however, 


1000 A cm ie Prairie region respondents were relatively more likely 


500 to mention low profitability as an obstacle. 
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2000 2001 2002 2003 2004 
eed -= Gross Domestic Expenditure on Research and FI NAN C I N G ACT IVITY 
Development (GERD) 


= Business Expenditure on Research and 
Development (BERD) applied for some form of external financing compared 


During 2004, 30 percent of Prairie region SMEs 


Source: Statistics Canada, CANSIM, Table 358-0001 and Catalogue No. 88FO006XIE, with 24 percent of firms nationally. Table 4 presents 
Estimates of Canadian Research and Development Expenditures. 


an overview of the financing activity of SMEs in the 


investments to R&D (not statistically different from major regions of Canada during 2004. It summarizes, 


4 percent of firms nationally). Past research suggests 
that SMEs that accessed equity financing were, in 
general, more likely to conduct R&D activities than approval. 
firms that sought debt financing. 


by region, rates at which SMEs applied for various 
forms of financing and corresponding rates of 


> Baldwin, J., G. Gellatly and V. Gaudreault. “Financing Innovation in New Small Firms: New Evidence from Canada,” Statistics 
Canada, May 2002. 
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Table 3 


Perceived Obstacles to Business Growth and 
Development, 2004 


SME 
National 
Average 


Prairie 
Region 
SMEs 


External to | Levels of Taxation 


Finding Qualified 
Labour 


the Firm 


Instability of Consumer 
Demand 


eeihels 


ss Management Capacity = 17 | 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


Table 4 shows that 23 percent of Prairie region SMEs 
applied for commercial loan financing. Approximately 
49 percent of these loan applications were made to 
chartered banks and 34 percent were made to co- 
operative lenders such as credit unions (see Figure 4). 
The most frequent types of loan applications were 
from owners seeking to finance fixed assets 


Table 4 
Financing Request and Approval Rates, 2004 


British 
Columbia 


Type of Financing 


Prairie 
Provinces 


(51 percent of loan applications) or to finance working 
capital (49 percent of loan applications). 


Table 4 also reports the rate at which loan applications 
were approved; however, among those that were not 
approved were instances where loan applications 

were pending at the time of data collection as well as 
instances where the application had been withdrawn. 
After allowing for these events, approximately 

11 percent of loan applications from Prairie region 
SMEs were turned down, a rate that is slightly lower 
than the 12 percent national average. At the same time, 
59 percent of SMEs in the region that sought financing 
were satisfied with the overall level of service 
provided by their credit supplier (compared with a 
national average of 62 percent). 


Approximately 5 percent of Prairie region business 
owners sought lease financing and approval rates were 
high (99 percent), commensurate with those reported 
in other regions. 


Rates of application for equity financing were low in 
all regions, with fewer than 2 percent of firms seeking 
equity financing during 2004. Differences across 
regions were not statistically significant. 


Atlantic 


Ontario Quebec Provinces Canada 


Debt Financing 
Approval Rate 


Lease Financing 
x x 


-_, Request Rate 


Gi ae 4 


Equity Financing 
seh Se ee WE ne os, Da 
SO eee 


* Data not available due to low quality or confidentiality concerns. 
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Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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Figure 4 
Financial Supplier Approached by SMEs by Type of Financing, 2004 


Chartered Bank 


Credit Union or Caisses populaires 


Debt Financing 


Crown Corporation or 
Government Institution 


Other Credit Supplier 


Manufacturer, Dealer or Supplier 


Leasing Company 


Lease Financing 


10% 20% 


Ean Prairie Provinces 


40% 50% 70% 


re National Average 


30% 60% 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


FINANCING ENVIRONMENT IN THE PRAIRIE 
PROVINCES 


According to the 2005 SME Financing Data 
Initiative Survey of Suppliers of Business Financing, 
approximately $868 billion in commercial lending 
was authorized in almost 2 million transactions 
nationwide. In the Prairie provinces, lenders 
authorized a total of $164 billion in debt financing in 
almost 594 000 transactions. 


Nationally, loan authorizations of less than $250 000 
(arguably, most of these were loans to smaller 
enterprises) comprised more than $70 billion and 
were made available in the course of approximately 
1.6 million transactions. Of the latter, $42 billion was 
outstanding at the end of 2005.° 


SMEs in the Prairie provinces appear to have faced 
somewhat similar application requirements as firms 
elsewhere in Canada (see Figure 5). 


Capita STRUCTURE 


SME owners typically look to informal sources of 
financing, such as personal loans and personal savings, 
when starting a business or funding day-to-day 
operations. Figures 6 and 7 list sources of financing 
used by an average Prairie region firm compared with 
the average firm in Canada during start-up and for 
established operations in 2004. 


At the start-up stage, the primary sources of financial 
capital in the Prairie provinces were personal savings 
and personal credit instruments. This pattern was 
repeated for SMEs in all regions. Prairie region firms 
were relatively more likely to draw on formal sources 
of financial capital at the start-up stage. Among 
established firms, Prairie region companies were 
more likely than other regions to have used informal 
sources, such as retained earnings and personal 

credit cards. 


° SME Financing Data Initiative, Statistics Canada, Survey of Suppliers of Business Financing, 2005. Note that total authorization 
amounts are defined as the sum of clients’ maximum amount of money they are permitted to borrow from a supplier. This may not 
be the amount the client actually borrows. Outstanding debt is defined as the principal amount of money that a client has actually 


borrowed but not yet paid back, aggregated over all clients. 
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Figure 5 
Security and Documentation Required by Financial Providers, 2004 
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Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Risk CapitaL 


Risk capital is a means of financing often used by 
high-growth, knowledge-based or technology-based 
firms.’ Risk capital includes angel investment (venture 
financing provided by a high net worth individual), 
loans from friends and family, and formal venture 
capital, as well as subordinated debt and capital from 
public share offerings on capital markets. Firms that 
seek risk capital tend to be early stage or in the process 
of developing a concept or product and bringing that 
product to market. Since these firms are often not yet 
generating revenues and lack tangible assets, they 
have problems accessing credit.* Risk capital is more 
suitable for such firms as it offers a means to raise 
money that does not require an immediate cash flow 
to support repayments. Of Canadian firms that had, at 
some point in their development, sought risk capital, 


e 23 percent approached friends or family for 
financing, 

e 22 percent sought out business angels, 

e 20 percent looked to existing stakeholders, and 

e 7 percent contacted a venture capital firm. 


Approximately 15 percent of businesses in the Prairie 
provinces have received angel financing over their 
history and 21 percent have received financing from 
friends and family.’ 


More than 35 percent of SME owners in the Prairie 
region intend to expand their business in the next two 
years. These Prairie region SME owners appeared 

to be more willing to share ownership of their firm 

in order to attract equity capital, with 56 percent of 
owners having stated they were willing to share equity 
in their business to achieve their growth objectives. 


7 Industry Canada, “Canadian Venture Capital Activity: An Analysis of Trends and Gaps, 1996-2002.” 


8 SME Financing Data Initiative, Industry Canada, “Small and Medium-Sized Enterprise Financing in Canada, 2003.” 


° Riding, A. and Belanger, B. “Small Business Financing Profiles: Informally Financed SMEs,” SME Financing Data Initiative, 


Industry Canada, September 2006. 


SME Financing Data Initiative 


Figure 6 
Sources of Financing Used During Start-up* 
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* Start-up is defined as the period prior to the first sale of goods or services. Includes any source used, regardless of whether it was authorized or obtained in a previous year. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Figure 7 
Sources of Financing for Established Firms, 2004* 
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* Includes any source used, regardless of whether it was authorized or obtained in a previous year. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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By comparison, 39 percent of business owners across 
Canada expect to grow and 46 percent of Canadian 
entrepreneurs were willing to share ownership in their 
business to obtain growth capital. 


Venture Capitat Activity IN THE Prairie REGION, 
2000-2006 


Venture capital (VC) is a form of risk capital used to 
support a small number of high-growth early-stage 
firms as they expand and move beyond the seed 
financing stage. During 2006, institutional venture 
capital firms invested a total of $76 million in Prairie 
region enterprises. This represents a disproportionately 
low share of venture capital, less than 5 percent of the 
$1.693 billion national total in a region that comprises 
17 percent of Canada’s population and almost 

20 percent of knowledge-based firms. 


Figure 8 shows recent trends in venture capital 
investment in the Prairie region. The pattern displayed 
is not unlike that in other regions or nationally. 
Venture capital investing spiked during the technology 
boom of the late 1990s and has since moderated, a 
consequence of the bursting of the technology bubble 
in 2000. 


Figure 8 
Venture Capital Activity in the Prairie Provinces, 2000-2006 
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Figure 9 compares the share of venture capital 
investments in each of Canada’s major regions with 
their share of knowledge-based industries (KBIs). 
The chart shows that the Prairie region’s share of 
venture capital activity is substantially lower than 
would be expected based on its share of knowledge- 
based businesses. 


Figure 9 
Regional Shares of Venture Capital Investment, 2006 
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Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004; Thomson Financial, 2006. 


SUMMARY AND DISCUSSION 


SMEs in the Prairie provinces and across Canada are 
small, typically with four or fewer employees. Like 
many Canadian SMEs, those in the Prairie provinces 
rely on informal sources of financing, such as personal 
savings and personal credit. Yet the financing patterns 
of Prairie region SMEs also differ in several respects 
from those of other Canadian firms. Although 
chartered banks are the primary suppliers of debt 


financing for SMEs, financing co-operatives play a 
more important role in financing Prairie region SMEs 
than in other regions. Prairie region firms tend to be 
slightly less likely to be R&D intensive. Risk-capital 
investment, an important source of financing among 
high-growth and technology-focused SMEs, appears 
to be disproportionately low in the Prairie 

provinces compared with its share of knowledge- 
based industries. 
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SME Financinc Data INITIATIVE 


Small Business Financing Profiles is an ongoing series 
of articles on specific segments of the marketplace and 
a component of Industry Canada’s reporting efforts on 
SME financing. 


Consistent with recommendations in 1999 from the 

Task Force on the Future of the Canadian Financial 
Services Sector, the SME Financing Data Initiative is a 
comprehensive data collection program on SME financing 
in Canada. In partnership with Statistics Canada and 
Finance Canada, Industry Canada reports on the supply 
of, and demand for, small and medium-sized business 


financing to provide a complete picture of SME financing. 


As part of the initiative, Statistics Canada administers 

a series of national surveys on small and medium-sized 
enterprises (Survey on Financing of Small and Medium 
Enterprises) and financial providers (Survey of Suppliers 
of Business Financing). Industry Canada supplements 
these surveys with additional research into niche areas of 
SME financing. 


For further information on the SME Financing Data 


Initiative and access to statistical findings and reports, 
visit www.sme-fdi.gc.ca. For information regarding the 
methodology of the Survey on Financing of Small and 
Medium Enterprises, visit Statistics Canada’s website at 


www-.statcan.ca. 


For further information on this article, email smefdi@ic.gce.ca 
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Drawing on the comprehensive database of the SME Financing 
Data Initiative, specifically the Survey on Financing of Small 

and Medium Enterprises, 2004, this article presents a profile of 
Canada 5 rural-based entrepreneurs and examines the unique 
financing needs and practices of rural-based SMEs and compares 
them with urban-based SMEs. 


Highlights in 2004 of the profile of 
rural-based entrepreneurs 


* In 2004, rural-based small and medium-sized enterprises 
(SMEs) represented 28 percent of the estimated 1.4 million 
SMEs in Canada, somewhat higher than the 20 percent 
of the population living in rural Canada. 


* The Prairie provinces had the highest share of rural- 2ASICRE 


based SMEs (36 percent), followed by Quebec (24 percent), 
Ontario (21 percent), the Atlantic provinces (11 percent) 
and British Columbia (8 percent). 


¢ In 2004, nearly one third of rural-based SMEs operated 
in agricultural and primary industries, such as mining, 
fisheries and forestry. 


Rural-based small and medium-sized enterprises (SMEs) 

are defined as commercial businesses with fewer than 

500 employees and less than $50 million in revenues. 
Excluded from the SME population are non-profit or government 
organizations, schools, hospitals, subsidiaries, co-operatives, 
and finance and leasing companies. 


There are several definitions used to categorize rural areas 
(du Plessis et al., 2001). In this article, unless otherwise stated, 


¢ SMEs located in rural areas are more established, 
have fewer employees and are more likely to be self- 
employed operations. 


Canada’s rural areas are primarily identified by postal code — 
a zero as the second digit in a postal code denotes rural areas. 


This definition of rural-based SMEs was extracted from the 
Survey on Financing of Small and Medium Enterprises, 2004. 
The survey has recently adopted the rural and small town 
(RST) definition to identify rural areas. RST includes the 
population living in regions outside the commuting zone of 
larger urban centres (populations over 10 000). Future research 
related to the SME Financing Data Initiative will use the 

RST definition. 


¢ The financial performance of rural-based SMEs is 
weaker than businesses based in urban centres. 


Rural-based SMEs are more likely to request formal 
sources of financing such as commercial credit, and are 
more likely to be approved. 


* More than one third of rural-based SMEs do their 
day-to-day banking with credit unions and Caisses 
populaires compared with only 15 percent of urban- 
based SMEs. 


Rural-based SMEs are more likely to deal with one 
financial institution for longer periods of time than 
urban-based SMEs. 


POPULATION TRENDS IN 
Rurat CANADA 


Not since 1921 has the population residing in 
Canada’s rural areas exceeded that living in urban 
centres. While rural areas have experienced a 
moderate degree of natural population growth since 
then, it has not matched the rapid pace of growth 


— tt 


d 


in urban areas illustrated in Figure 1.' In 2006, only 
20 percent of Canadians lived in rural areas. 


Figure 1 
Population Trends in Canada’s Rural and Urban Areas, 


1851-2001* 
($ millions) 
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* Rural population for 1981 to 2001 refers to persons living outside centres 
with a population of 1000 and outside areas with 400 persons per square 
kilometre. Prior to 1981, the definitions differed slightly but consistently 
referred to populations outside centres of 1000 population. 


Source: Statistics Canada, Censuses of Population, 1851—2001. 


Many factors contribute to Canada’s urbanization. 
Research has found a steady trend of out-migration 
from many rural areas, chiefly among rural-based 
youth (Fellegi, 1996). A “youth exodus” from rural 
areas has been underway since 1971 as younger 
people seek education and work experience in urban 
centres (Tremblay, 2001). At most, only 39 percent 
of these youth will return to their rural community 
ten years later (Dupuy et al., 2000). In 2001, the 
intensity of unskilled occupations was sizably higher 
in predominantly rural regions, while managerial and 
professional occupations were more concentrated in 
predominantly urban regions (Alasia and Magnusson, 
2005). Degree holders are more prevalent in larger 
cities than in rural areas. These developments may 
present a problem for rural-based businesses that 
require skilled labour. 


There is also a tendency for immigrants to head into 
Canada’s urban centres as opposed to rural areas. 

In 2001, 18 percent of the Canadian population were 
immigrants and 89 percent of these immigrants were 
located in urban areas (Beshiri and Alfred, 2002). 
This trend is significant and has negatively impacted 
rural-based businesses as it has been estimated that 
70 percent of labour force growth in Canada between 
1991 and 2001 may be attributed to immigrants. 


Substantial changes are also occurring in the rural 
labour market. Traditionally, employment in many 
rural areas was highly dependent on businesses 
operating in the resource sector. As will be discussed 
later in this article, technological advances and 
automation are changing the way work is done in these 
industries. This 1s particularly the case in agriculture. 
The agricultural sector is shedding jobs as workers 

are gradually being replaced by machinery (Mwansa 
and Bollman, 2005). The Statistics Canada Census of 
Agriculture even found the number of farms in Canada 
is decreasing, dropping 11 percent over the five years 
from 1996 to 2001. 


Rurat-Basep ENTREPRENEURSHIP 


In 2004, rural-based SMEs represented 28 percent of 
the estimated 1.4 million SMEs in Canada, or 392 000 firms, 
somewhat higher than rural Canada’s proportion 

(20 percent) of the overall population (Table 1). 

This means that Canadians residing in rural areas 
were more likely to be engaged in entrepreneurship 
activities than those living in urban centres.’ 


Table 1 shows that more than half of the SMEs in 
the Atlantic provinces exist in rural areas, a share in 
keeping with the 46 percent of the population that is 
rural based. In all regions, the shares of rural-based 
SMEs are higher than the shares of the populations 
residing in rural areas. 


' Natural population growth (natural increase) occurs when the number of births exceeds the number of deaths. 


* Business density measures the number of businesses in a population divided by the number of individuals in that population. Based 
on 2006 Statistics Canada Census and Business Register data, 6 percent of people living in rural areas owned an SME compared with 


a business density of 4 percent in urban areas. 
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Table 1 
Regional Distribution of SMEs and Population in Rural and Urban Areas, 2004 


Rural-Based Urban-Based 


Atantic Provinces 


British Columbia 


Yukon, Nunavut and Northwest 
Territories 


* Statistics Canada’s Census defines an urban area as having a minimum population of 1000 persons and a population density of at least 400 persons 
per square kilometre. All territory outside urban areas is classified as rural. Taken together, urban and rural areas cover all of Canada. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. Statistics Canada, Census 2001. 


Figure 2 shows how rural-based SMEs are distributed 
across the country. The highest share is found in 

the Prairies, with 36 percent, followed by Quebec 

(24 percent), Ontario (21 percent), the Atlantic 
provinces (11 percent) and British Columbia (8 percent). 


In 2004, rural-based SMEs earned $216 billion in 
combined annual revenues compared with $623 billion 
earned among urban-based businesses. This translated 
into 26 percent of total revenues of Canada’s SMEs 

in 2004. 


As shown in Figure 3, on average rural-based SMEs 
have been in operation somewhat longer than firms 
in urban centres. Approximately 77 percent of 
rural-based SMEs were over five years old in 2004 
compared with only 67 percent of urban-based SMEs. o 
British Columbia 
This could mean that between 1999 and 2004 the rate Prairie Provinces 
: Ontari 
of business start-ups in rural areas lagged slightly Ouches | 
SEAN oe ae G Dele re ae See Data Initiative, Statistics Canada 
year, on average, compared with 6 percent in urban Seder Financing of Small and Meson Enterprises, 2004. 
areas). Prior research covering the period between 
1993 and 1996 also found that the rate of business 
start-ups was lower in smaller communities than that 


observed in larger communities (Mendelson, 1999). 


Figure 2 
Regional Distribution of Rural-Based SMEs 
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Figure 3 


Year Business First Starting Selling Products and Services* 


Rural-Based SMEs 
2002-2004 (9%) —_ 


1999-2002 (13%) 
ae! 


2002-2004 (12% 


Urban-Based SMEs 


i 


1999-2002 (21%) 


> 


Pre-1999 (77%) Sx 


Pre-1999 (67%) 


* Applicable to firms still in operation in 2005 and excluding firms that began operations but exited the market prior to 2005. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Excluding firms operating in the agriculture 
sector, however, brings the age profile of rural- 
based SMEs more in line with that of their urban- 
based counterparts. Agricultural SMEs and, more 
specifically, family farms have generally been in 
business for longer than firms in other sectors. 

In fact, less than 15 percent of agricultural SMEs 
were established after 1999. 


Business GROWTH AND PERCEIVED 
OBSTACLES 


To establish and to grow a business can be 
challenging for entrepreneurs. Rural-based 
entrepreneurs, and particularly those in remote 
areas, are likely to face additional impediments 


such as increased distance to markets and business 
services. Figure 4 shows the perceived obstacles to 
business growth by rural- and urban-based SMEs. 

A comparison of these obstacles identified by 

both urban- and rural-based SMEs indicates many 
similarities on the following obstacles: obtaining 
qualified labour, obtaining financing, instability 

of consumer demand and management capacity. 
Levels of taxation are considered to be the biggest 
obstacle by both urban- and rural-based SMEs, while 
management capacity is the smallest obstacle. These 
findings are similar to those found by St-Pierre and 
Beaudoin (2002). Rural-based SMEs appear to be 
affected more by the level of taxation, insurance 
rates, low profitability and government regulations 
than their urban counterparts. 
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Figure 4 
Perceived Obstacles to Business Growth and Development 


Finding Qualified Labour 


Instability of 
Consumer Demand 


Obtaining Financing 


Insurance Rates 


Government Regulations 


Management Capacity 


Low Profitability 


Levels of Taxation 


10% 20% 30% 40% 50% 60% 


Ba Rural-Based SMEs fal Urban-Based SMEs 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small 
and Medium Enterprises, 2004. 


PROFILE OF RURAL= VERSUS URBAN-BaASED ENTREPRENEURS 


Rural-Based Entrepreneurs | Characteristics | Urban-Based Entrepreneurs 
owned by men and 17 percent are equal 


Gender 
partnerships 


14 percent are under 40 years 20 percent are under 40 years 


70 percent speak English, 24 percent speak 66 percent speak English, 17 percent speak 
French and 6 percent speak a non-official French and 17 percent speak a non-official 
language language 


1 percent visible minority, 2 percent Aboriginal Pee 10 percent visible minority, 1 percent 
and 6 percent disabled Minority Status Aboriginal and 3 percent disabled 
Managerial 
81 percent have more than 10 years Brocdeae 65 percent have more than 10 years 


6 percent export outside Canada Export Activity 9 percent export outside Canada 


64 percent started from scratch, 22 percent 80 percent started from scratch, 5 percent 
acquired from family member and 13 percent acquired from family member and 13 percent 
acquired from non-family member acquired from non-family member 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


13 percent owned by women, 60 percent owned 18 percent owned by women, 65 percent 


by men and 27 percent are equal partnerships 


First Language 


Avenue Used 
to Become Owner 
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RESOURCE INDUSTRIES PROMINENT IN 
Rurat CANADA 


Farming and other primary industries, such as forestry, 
mining and fisheries, continue to shape Canada’s rural 
countryside and coastal regions, which are reflected 

in the distribution of firms by industry (Figure 5). 

In 2004, 31 percent of rural-based SMEs operated in 
the agriculture/primary sector compared with only 

4 percent of urban-based SMEs. This concentration 

in resource sectors exerts a strong influence on the 
overall profile of rural-based businesses, as noted 
earlier in terms of firm age and development. 


There are still rural-based SMEs within each industry 
of the economy, however, although at lower intensities 
than in urban areas. Figure 5 shows that 36 percent 
of rural-based SMEs operated in other service sectors 
(plus construction) in comparison with 44 percent of 
urban-based SMEs, 13 percent operated in wholesale/ 
retail (versus 16 percent in urban areas), 8 percent 
operated in tourism (versus 8 percent in urban areas), 
5 percent operated in professional services (versus 

15 percent in urban areas), 4 percent operated in 
manufacturing (versus 5 percent in urban areas) and 
2 percent operated in knowledge-based industries 
(versus 7 percent in urban areas). 


Figure 5 
Distribution of Firms by Industry Sector, 2004 


Rural-Based SMEs 
50% 


45% 
40% 
35% 
30% 
25% 
20% 
15% 
10% 


5% 


While rural-based SMEs have a much stronger 
presence in the resource sectors than in knowledge- 
based industries, there is a small gap in the rate of 
research and development (R&D) activity under way 
in both rural and urban areas. Twenty-six percent of 
rural-based SMEs reported allocating a percentage of 
their total expenditures to R&D for products, services 
and processes in 2004 compared with 30 percent of 
urban-based SMEs (Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004). 


This is indicative of the technological advances 
occurring in agriculture and resource extraction, 
which are gradually changing the rural landscape and 
decreasing the size of its labour force (Reimer and 
Apedaile, 2000). In fact, technology adoption and 
automation in the agricultural sector led to the decline 
of approximately 25 000 jobs between 1991 and 
1996 (Keith, 2003). The new reality in rural Canada’s 
resource industries is one of technologically dynamic 
firms striving to compete globally, which have a 
greater need for specialized skills among workers 
(Davis and Hulett, 1999). 


Urban-Based SMEs 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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Size oF Rurat-Basep SMEs 


Although there is a similarity in the distribution by 
size between rural-based and urban-based SMEs, the 
concentration of resource-based industries in rural 


Canada influences the overall size of rural-based firms. 


In terms of numbers of employees, rural-based firms 
were found to have somewhat smaller operations than 
their urban-based counterparts. Figure 6 shows that 
86 percent of rural-based firms are micro-businesses, 
fewer than five employees, compared with 83 percent 
of urban-based firms. 


Figure 6 
Distribution of Firms by Business Size, 2004 


60% 


& : 
Rural-Based SMEs fa Urban-Based SMEs 3] 
* Part-time employment corresponds to 0.5 full-time employment. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


Smaller firm size in rural areas is particularly affected 
by the presence of agricultural SMEs because a 
significant portion of farms are self-employed 
operations. Ninety percent of SMEs in the agriculture/ 
primary sector have fewer than five employees. 
According to the Labour Force Survey, there were 
over 1.5 million self-employed entrepreneurs in 

rural areas compared with almost 850 000 in urban 
centres. This accounted for 65 percent of all seif- 
employment in Canada in 2000, up from 59 percent 

a decade earlier. Research has shown, however, 

that the exclusion of farm self-employment activity 
significantly decreases the difference in self- 
employment rates between rural and urban areas 

(du Plessis, 2004). 


The strong presence of family farms in rural Canada is 
also evident in the prevailing method in which rural- 
based businesses are established. One fifth of rural- 
based SMEs (22 percent) were acquired from a family 
member compared with only 5 percent of urban-based 
SMEs (Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004). Furthermore, 

a substantial portion of these “family owned and 
operated” businesses are based out of the home (72 percent 
of rural-based SMEs versus 48 percent of urban-based 
SMEs). These characteristics are consistent with 
SMEs operating in the agricultural sector. 
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FINANCIAL PERFORMANCE OF 
Rurat-Basep SMEs 


Table 2 presents key financial statement figures for e a weaker ability to meet short-term financial 
the average rural-based SME in 2004 compared with obligations than urban-based entrepreneurs 

the average urban-based business. Three common (the average current ratio for rural-based SMEs 
measures of profitability used for this comparison are is 1.4 compared with 1.7 for urban-based 

gross profit margin,° liquidity ratios* and financial SMEs); and 

leverage ratios.° The average SME owned by a rural- e similar long-term solvency compared with 
based entrepreneur has urban-based entrepreneurs (the debt ratios and 


debt-to-equity ratios of rural-based SMEs were 
0.52 and 1.1 compared with 0.53 and 1.14 for 
urban-based SMEs respectively). 


e a lower gross profit margin compared with 
urban-based entrepreneurs (26 percent versus 
29 percent respectively); 


Table 2 
Financial Statement Figures, 2004* 


ice ea esl eae 
(Average $) 

Balance Sheet Information : 

Assets Current 211 000 
Fixed 323 000 
Total 533 000 
Current 122 000 
Long -Term 162 000 
Total 284 000 


Equity Retained Earnings 131 000 137 000 
Total 236 000 249 000 


Income Statement Information 
Sales 555 000 573 000 


Revenues 
Other Revenues 45 000 52 000 


. Total 600 000 625 000 
Cost of Goods Sold 


409 000 406 000 
Net Profit (loss) Before Tax 44 000 | N/A 
Indicators of SMEs’ Performance and Financial Situation 


29% 
Lid 


* Figures may not add up due to rounding and the absence of some income statement or balance sheet data. 


Urban-Based SMEs 
(Average $) 


Liabilities 


— 
~ 


= 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


* Gross profit margin = (net sales - cost of goods sold) / net sales. 
* Liquidity ratios provide information about a firm’s ability to meet its financial obligations over the short run. 


° Leverage ratios measure the use of debt and equity for the financing of assets. 
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FINANCING 


Table 3 and Figures 7 to 13 present an overview of 
the financing activity of rural-based SMEs in 2004 
compared with urban-based entrepreneurs. In 2004, 
rural-based entrepreneurs had a higher demand for 
debt and lease financing than their urban-based 
counterparts and a higher likelihood of approval. 

In fact, 88 and 99 percent of rural-based SMEs were 
approved for debt and lease financing compared with 
77 and 94 percent approval rates among urban-based 
SMEs respectively. The main conclusions drawn 
pertaining to financing are: 


e Rural-based entrepreneurs have easier access 
to debt and lease financing as defined by their 
higher approval rates. 

e Rural-based entrepreneurs are more likely 
to turn to formal means of financing as they 
become established. 


e Rural-based entrepreneurs are greater users of 
government loans and grants. 


Table 3 
Financing Request and Approval Rates, 2000, 2001 and 2004 


Type of Financing 


Request Rate 


Approval Rate 


Debt Financing 


Approval Rate 
Equity Financing 
Approval Rate 


resering ete [er fae 6 fk fo 
Ate ma 


A comparison between 2004 and previous surveys 
for 2000 and 2001 shows a significant fluctuation in 
requests for debt, lease and equity financing by rural- 
based SMEs. The request rate for debt financing was 
31 percent in 2000, went down to 22 percent in 2001 
and increased to 26 percent in 2004. The request 

rate for lease financing has been declining over time, 
starting at 9 percent in 2000, declining to 6 percent 
in 2001 and declining again to 4.7 percent in 2004. 
There have been no significant differences in approval 
rates, however, for debt and lease financing for rural- 
based SMEs. 


The high request and approval rates of rural-based 
SMEs are strongly linked to the agriculture sector, 
which had the highest debt request and approval rates 
among all sectors. The high approval ratings may be 
attributed to the fact that agricultural-based SMEs 
possess more capital and assets (i.e. landholding and 
equipment) to pledge as collateral compared with most 
other SMEs. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2000, 2001 and 2004. 
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entrepreneurs). 


Crepit CONDITIONS FOR RuRAL-BaseD ENTREPRENEURS IN 2004 
¢ The most requested forms of debt were term loans (44 percent), new lines of credit 
(24 percent) and short-term loans (19 percent). 


*  Rural-based entrepreneurs, on average, requested term loans for $104 000 and were 
authorized for $95 000 ($150 000 requested and $137 000 authorized for urban-based 


¢ For new lines of credit, the average request was for $71 000, with $76 000 authorized 
($91 000 requested and $95 000 authorized for urban-based entrepreneurs). 


* For short-term loans, the average request was $65 000, with $131 000 authorized 
($141 000 requested and $261 000 authorized for urban-based entrepreneurs). 


* Forty-five percent of rural-based entrepreneurs requesting financing were required 
to pledge personal assets as security (40 percent for urban-based entrepreneurs). 


¢ Forty-seven percent of rural-based entrepreneurs requesting financing were required 
to pledge business assets as security (38 percent for urban-based entrepreneurs). 


¢ Business financial statements, personal financial statements and formal applications 
were the most common documents requested by the credit supplier. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium 
Enterprises, 2004. 


SOURCES OF FINANCING 


Formal sources of commercial credit, such as term 
loans and lines of credit, have long been considered 
the mainstay of small business financing. However, 
personal equity and credit invested in their businesses 
are also becoming important sources of capital 

for small business owners. Figures 7 and 8 list the 
top ten sources of financing used by rural-based 
entrepreneurs at the time they started their businesses 
and as established businesses 1n 2004, respectively, 
compared with urban-based business owners. 


As shown in Figure 7, informal means of financing, 
such as personal savings, are one of the most 
prevalent sources of financing used by both urban- 
and rural-based entrepreneurs during the start-up 
phase, with three quarters of businesses relying on 
personal savings. 


Rural-based SMEs turned to a greater extent to 
commercial loans (60 percent versus 41 percent) 
and lines of credit (54 percent versus 41 percent) 

to fund their start-up phase compared with urban- 
based SMEs. Greater assets, which could be used as 
collateral, may account for the fact that rural-based 
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SMEs are more likely to use formal commercial 
credit during start-up. This finding is supported by 
the fact that 47 percent of rural-based SMEs were 
required to pledge business assets compared with 

38 percent of urban-based SMEs. This may be linked 
to the high concentration of rural-based SMEs in the 
agriculture sector, which ranks first in the usage of 
commercial loans and lines of credit. 


Government loans and grants are also used more 

by rural-based SMEs compared with their urban- 
based counterparts (23 percent versus 19 percent). 
Once established, both rural- and urban-based SMEs 
exhibit a shift to more formal sources of financing 

as illustrated in Figure 8. Once established, rural- 
based SMEs are less likely to use personal savings of 
business owners (56 percent versus 75 percent during 
the start-up phase). 


In terms of the type of credit supplier approached, 
rural-based SMEs are less likely to approach 
chartered banks for debt financing (47 percent versus 
74 percent for urban-based SMEs) (Figure 9). This 
reflects the fact that rural-based SMEs tend to do 
business with credit unions and Caisses populaires 
(32 percent versus 18 percent). 
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Figure 7 
Top Ten Sources of Financing Used During Business Start-up* 


Commercial Loans from 
Financial Institutions 


Lines of Credit from 
Financial Institutions 


Commercial Credit Cards 


Government Lending Agencies 
and Grants 


Trade Credit Owing 
to Suppliers 


Leasing 
Personal Savings of 
Business Owner(s) 


Personal Lines of Credit of 
Business Owner(s) 


Personal Credit Cards of 
Business Owner(s) 


Personal Loan to 
Business Owner(s) 


0% 10% 20% 30% 40% 50% 60% 70% 80% 


ey Rural-Based SMEs a Urban-Based SMEs 


* Reported by SMEs operating in 2005 in relation to financing experiences when starting up their 
business at any time between 1999 and 2004. 

Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium 
Enterprises, 2004. 


Figure 8 
Top Ten Sources of Financing for Established Firms in 2004* 


Commercial Loans from 
Financial Institutions 


Lines of Credit from 
Financial Institutions 


Commercial Credit Cards 


Retained Earnings 


Trade Credit from Suppliers 
Owing to Suppliers 


Leasing 


Personal Savings of 
Business Owner(s) 


Personal Lines of Credit of 
Business Owner(s) 


Personal Credit Cards of 
Business Owner(s) 


Personal Loan to 
Business Owner(s) 


0% 10% 20% 30% 40% 50% 60% 70% 80% 


fea Rural-Based SMEs Ea Urban-Based SMEs 


* Includes any source used, regardless of whether it was authorized or obtained in a previous year. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium 


Enterprises, 2004. 
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Figure 9 


Percentage of SMEs that Applied for Debt Financing and Creditor 


Types Approached 


Credit Supplier 
Approached 


Chartered Bank 


Credit Union or 
Caisses populaires 


Crown Corporation or 
Government Institution 


All Other 
Credit Suppliers 


0% 10% 


30% 40% 50% 60% 70% 80% 


ES Rural-Based SMEs ES Urban-Based SMEs 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and 
Medium Enterprises, 2004. 


Rural-based SMEs are more likely to deal with 

one financial institution for longer periods of time 
than urban-based SMEs. Forty-three percent of 
rural-based SMEs have been dealing with the same 
financial institution for more than 10 years compared 
with 33 percent of urban-based SMEs (Statistics 
Canada, Survey on Financing of Small and Medium 
Enterprises, 2004). 


OTHER FINANCING CHARACTERISTICS 


More rural-based SMEs approached their credit 
suppliers to increase existing credit limits and to 
renegotiate credit terms prior to the existing renewal 
date than urban-based SMEs. Figure 10 shows that 
22 percent of rural-based SMEs approached their 
credit suppliers to increase existing credit limits 

and 6 percent to renegotiate credit terms prior to the 
existing renewal date compared with 13 percent and 
4 percent of urban-based SMEs respectively. 
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Figure 10 
Percentage of SMEs Approaching Credit Suppliers 


To increase 
existing credit 
limits 


To consolidate 
any existing loans 
or other debts 


To renegotiate 
credit terms prior to the 
existing renewal date 


0% 5% 10% 15% 20% 25% 


Ea Rural-Based SMEs Fal Urban-Based SMEs 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 
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Over one third of rural-based SMEs do their day-to- 
day banking with credit unions and Caisses populaires 
compared with only 15 percent of urban-based SMEs 
(Figure 11). In contrast, 83 percent of urban-based 
SMEs do their day-to-day banking with chartered 
banks compared with 62 percent of rural-based SMEs. 
Even more interesting, rural-based SMEs are five times 
more likely to do their day-to-day banking with Crown 
corporations and government programs than urban- 
based SMEs. 


Figure 12 shows the rate of satisfaction of SMEs with 
their main financial institution. The level of satisfaction 
is measured according to the following criteria: overall 
quality of service, relationship with account manager, 
understanding of their business needs, service charges, 
and convenience and accessibility. In general, rural-based 
SMEs are more satisfied with their financial institution 
than urban-based SMEs. 


Figure 12 


Figure 11 
Type of Financial Institution Where Day-to-Day Banking 
Business is Conducted 


Chartered Banks 


Credit Union and 
Caisses populaires 


Crown Corporations and 
Government Programs 


Other Sources 


0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 
BB nural-Based SMEs Bal Urban-Based SMEs 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


Rate of Satisfaction of SMEs with their Main Financial Institution 


Convenience and 
Accessibility 


Service Charges 


Understanding of 
your Business Needs 


Relationship with 
Account Manager 


Overall Quality 
of Service 


20% 


es Rural-Based SMEs 


30% 40% 50% 60% 


ee Urban-Based SMEs 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium 


Enterprises, 2004. 
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Figure 13 presents information on SMEs’ relationship 
with their designated account manager. Almost half 
of SMEs, both in rural and urban Canada, have had a 
designated account manager over the last three years. 
Both rural-based and urban-based SMEs have had, 
on average, two account managers over the last three 
years. Rural-based SMEs are more satisfied with how 
the account manager changeover was handled than 
urban-based SMEs (86 percent versus 70 percent). 


SUMMARY AND DISCUSSION 


Canada’s rural-based SMEs make a significant 
contribution to the Canadian rural economy. 
Overall, rural-based SMEs are proportionally more 
concentrated throughout the Prairies and the Atlantic 
region. These regions are known for the greater 
importance of the agriculture/primary sector, which 
is consistent with the sectoral distribution of rural- 
based SMEs. 


There are many obstacles facing entrepreneurs 
wanting to grow or diversify their businesses. The 
greater challenges perceived by rural-based SMEs, 
compared with their urban-based counterparts, are 
finding qualified labour, insurance rates, low profitability, 
levels of taxation and government regulations. 


With respect to access to financing, this profile 

has shown that rural-based SMEs are more likely 

to request formal sources of financing, such as 
commercial credit, leasing and government funding, 
and are more likely to be approved than their urban- 
based counterparts. In addition, rural-based SMEs 
are more likely to approach credit unions or Caisses 
populaires for financing. More than one third of rural- 
based SMEs do their day-to-day banking with credit 
unions and Caisses populaires compared with only 
15 percent of urban-based SMEs and rural-based 
SMEs are more likely to deal with one financial 
institution for longer periods of time than urban- 
based SMEs. 
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Figure 13 
Relationship with the Account Manager Over the Last 
Three Years 


Satisfied with how 
account manager 
changeover was handled 


More than two 
account managers 


Two account managers 


One account manager 


Designated 
account manager 


0% 20% 30% 


0% 109 
EA Rural-Based SMEs 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 


% 60% 70% 80% 


0% 50% 
Urban-Based SMEs 


| Financing of Small and Medium Enterprises, 2004. 
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SME Financinc Data INITIATIVE 


Small Business Financing Profiles is an ongoing series 
of articles on specific segments of the marketplace and 
a component of Industry Canada’s reporting efforts on 
SME financing. 


Consistent with recommendations in 1999 from the 

Task Force on the Future of the Canadian Financial 
Services Sector, the SME Financing Data Initiative is a 
comprehensive data collection program on SME financing 
in Canada. In partnership with Statistics Canada and 
Finance Canada, Industry Canada reports on the supply 
of, and demand for, small and medium-sized business 
financing to provide a complete picture of SME financing. 


As part of the initiative, Statistics Canada administers 

a series of national surveys on small and medium-sized 
enterprises (Survey on Financing of Small and Medium 
Enterprises) and financial providers (Survey of Suppliers 
of Business Financing). Industry Canada supplements 
these surveys with additional research into niche areas of 
SME financing. 


For further information on the SME Financing Data 
Initiative and access to statistical findings and reports, 
visit www.sme-fdi.gc.ca. For information regarding the 
methodology of the Survey on Financing of Small and 
Medium Enterprises, visit Statistics Canada’s website at 


Www.statcan.ca. 


For further information on this article, email smefdi@ic.gc.ca. 
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Small and medium-sized enterprises (SMEs) account for the 
majority of businesses in Canada and drive job creation, 
productivity and growth in the economy. Access to sufficient and 
appropriate financing is a critical element for SMEs to succeed 
in the marketplace. The Canada Small Business Financing 

Act (CSBFA), created in 1999, is a partnership between the 
Government of Canada and financial institutions to extend the 
supply of credit to small businesses. The Canada Small Business 
Financing (CSBF) program aims to help new businesses establish 
themselves and expand, improve access to loans that would 
otherwise be unavailable to small firms and, thereby, stimulate 
economic growth in Canada. 


Using data from the SME Financing Data Initiative, this article 
provides an overview of the characteristics of borrowers under 
the CSBF program and compares financing activity between 
CSBF program borrowers and the Canadian SME population. 


Summary of Key Findings: 


During the 2004-2005 period, a total of 11 112 loans were 
extended under the CSBF program worth $1 billion.! The 
majority of CSBF program loans (64 percent) were made to small 
businesses in Ontario and Quebec. CSBF program borrowers 
were typically found to operate younger businesses (many still in 
the start-up stage) in Canada’; service industries. Furthermore, 
SMEs under the CSBF program had a higher growth orientation 
and were more likely to be involved in research and development 
(R&D) activities. In terms of financing, CSBF program borrowers 
had significantly higher capital needs than other Canadian SMEs 
and, likely due to their participation in the CSBF program, were 
more likely to have their financing applications approved in 2004. 
At the same time, CSBF program borrowers faced more stringent 
credit application requirements than other SME borrowers in 
terms of documents requested and collateral required as security. 
Aside from formal credit instruments, CSBF program borrowers 


were also more likely to draw on informal sources of financing, 
such as personal savings, credit instruments of the business 
owner or trade credit from suppliers. 


DEFINITIONS 


Small and medium-sized enterprises (SMEs) are defined 

as commercial (for-profit) businesses with fewer than 

500 employees and less than $50 million in annual revenues. 
Excluded are non-profit and government organizations, 
schools, hospitals, subsidiaries, co-operatives, and finance 
and leasing companies. 


This analysis compares the profile and financing activity 
of SMEs that received financing under the Canada Small 
Business Financing Act, either in 2004 or previously, with 
those of the Canadian SME population. 


OVERVIEW OF THE CANADA 
SMALL BUSINESS FINANCING 
PROGRAM 


The Canada Small Business Financing Act (CSBFA) 
was created in 1999 as the successor to the Small 
Business Loans Act (SBLA), which had assisted small 
businesses in obtaining debt financing since 1961. 
The CSBF program seeks to increase the availability 
of loans for establishing, expanding, modernizing and 
improving small businesses. 


Under the program, a small business must apply for 
a loan at a financial institution (bank, credit union 


' Industry Canada, Canada Small Business Financing Act: Annual Report 2004-2005, 2006. 


or Caisses populaires). There is currently a network 
of about 1285 private-sector lenders that are able to 
participate in the program, with about 14 600 points 
of service across Canada. Lenders are responsible for 
all credit decisions, making the loans, providing loan 
funds and registering the loans with Industry Canada. 
Lenders are also responsible for the administration of 
loans. The Government of Canada pays lenders 85 percent 
of any eligible losses incurred on defaulted loans, 
with lenders being responsible for the remaining 

15 percent. 


Between 1999 and 2004, the CSBF program 
facilitated nearly $5.4 billion in debt financing through 
approximately 66 000 loans. The average loan size 
throughout this period was $82 000 (see Figure 1),’ 
and the average loan term was 68.5 months. 


During the 2004-2005 period,’ a total of 11 112 loans 
were extended under the CSBF program worth 

$1 billion.* CSBF program loans were made to small 
businesses in every province and territory. While the 
majority of CSBF program borrowers were located 
in Canada’s largest provinces, Quebec (36 percent) 
and Ontario (28 percent), the proportions were not 
consistent with their shares of the overall SME 
population. There was significantly higher CSBFA 
lending occurring in Quebec per business during 
2004—2005 than in Ontario (see Figure 2). 


The CSBF program also had a strong presence 
throughout Canada’s rural areas despite its exclusion 
of lending to farming enterprises. Approximately one 
third of CSBF program borrowers were located in 
rural areas in 2005.° This is higher than the proportion 
of SMEs located in rural areas in 2004 (19 percent, 
excluding farming). 


Canada Small Business Financing 
Program Parameters 
Borrower Eligibility 


Firms with annual sales of $5 million or less are eligible to use 
the program. Farming and charitable or religious organizations 
are excluded. 


Loss-Sharing Ratio 


The government shares in eligible losses after realizations 
on security. Its share of eligible losses for loans in default is 
85 percent. Lenders are responsible for the remaining 15 percent. 


Assets Financed 


Loans are restricted to financing the following: (1) purchase 
of leasehold improvements, equipment, software and real 
property or immovables; (2) improvement to equipment and 
real property; and (3) program registration fees. 


Percentage of Asset Cost Financed 


The maximum amount of financing available is 90 percent of 
the cost of the assets. 


Maximum Financing Amount 


A borrower cannot have more than $250 000 in total loans 
outstanding under the CSBF program. 


Industry Canada, Canada Small Business Financing Act: 
Comprehensive Review Report 1999-2004, April 2005, 
www.ic.gc.ca/eic/site/csbfp-pfpec.nsf/eng/la01115.html. 


* Industry Canada, Canada Small Business Financing Act: Comprehensive Review Report 1999-2004, April 2005S. 
* The 2004—2005 period refers to the Government of Canada fiscal year that ranges from April 1, 2004, to March 31, 2005. 
* Industry Canada, Canada Small Business Financing Act: Annual Report 2004-2005, 2006. 


° Statistics Canada, Longitudinal Economic Impact Study of the Canada Small Business Financing (CSBF) Program, 2005. 
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SME Financing Data Initiative 


Figure 1 
Number and Value of CSBF Program Loans and Claims, 1999-2004 
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Source: Industry Canada, Canada Small Business Financing Program, Comprehensive Review Report, 1999-2004, 2004. 


Figure 2 
Distribution of CSBF Program Borrowers versus the SME Population across Canada, 2004-2005 
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Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004; 
Industry Canada, Canada Small Business Financing Program, Comprehensive Review Report, 2004-2005, 2005. 
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PROFILE 


CSBF ProGram Borrowers TYPICALLY 
YOUNGER BUSINESSES 


According to Statistics Canada’s 2004 Survey on 
Financing of Small and Medium Enterprises, slightly 
over half of SMEs using the CSBF program (51 percent) 
were young firms that reportedly began selling products 
or services within the past five years (i.e. between 1999 
and 2004). Thirty-six percent of these CSBF program 
borrowers were start-up companies that entered the 
market between 2002 and 2004. This is significantly 
different from the overall age distribution of SMEs that 
are not using the program, where only 30 percent began 
operations in the five years prior to 2004, 11 percent of 
those being considered start-ups. However, these findings 
are consistent with the objectives of the CSBF program to 
facilitate financing for growth and expansion of smaller 
firms. In fact, the latest comprehensive review of the 
program revealed that “start-up firms younger than 


Table 1 


one-year old accounted for 50 percent of the five-year 
[1999-2004] total number of CSBF loans.” This report 
provides a more accurate picture of the CSBF program 
because it includes all borrowers. 


Table | presents additional characteristics of entrepreneurs 
using the CSBF program. Overall, CSBF program 
borrowers tended to be younger and have fewer years 

of management experience than other SMEs. Notably, 

a significantly higher percentage of CSBF program 
borrowers were also French-speaking (43 percent versus 
19 percent of all SMEs). This is consistent, however, 
with the higher than average usage of the CSBF program 
within the Province of Quebec. It is also worth 
noting that most CSBF program borrowers and SMEs 
(75 percent in each case) started their businesses 
from scratch. 


Profile of Entrepreneurs (CSBF Program Borrowers and All SMEs), 2004 


CSBF Program Borrowers 


68 percent wholly or majority owned by men and 
| 32 percent majority owned by women or equal 
male/female partnerships 


26 percent between 30 and 39, 
43 percent between 40 and 49, and 
21 percent between 50 and 64 years 


48 percent speak English, 
43 percent speak French and 
9 percent speak a non-official language 


22 percent have fewer than 5 years, 
20 percent have 5 to 10 years and 
58 percent have more than 10 years 


75 percent started their business from scratch, 
16 percent acquired it from a non-family member and 
7 percent acquired it from a family member 


Characteristics 


Gender 


First Language 


Managerial 
Experience 


Business 
Acquisition 


All SMEs 


63 percent wholly or majority owned by men and 
37 percent majority owned by women or equal 
male/female partnerships 


| 15 percent between 30 and 39, 
35 percent between 40 and 49, and 
37 percent between 50 and 64 years 


67 percent speak English, 
19 percent speak French and 
14 percent speak a non-official language 


12 percent have fewer than 5 years, 
19 percent have 5 to 10 years and 
69 percent have more than 10 years 


75 percent started their business from scratch, 
13 percent acquired it from a non-family member and 
9 percent acquired it from a family member 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


° Industry Canada, Canada Small Business Financing Act: Comprehensive Review Report 1999-2004, April 2005. 
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Magsority ofr CSBF Procram 
BORROWERS ARE SMALLER FIRMS 


As illustrated in Figure 3, nearly three quarters of 
small business borrowers under the CSBF program 
had fewer than five employees in 2004—2005. This 
is somewhat different from the overall size structure 
of all Canadian SMEs, in which over 80 percent of 
SMEs employed fewer than five employees in 2004. 
This suggests that CSBF program borrowers are 
experiencing higher employment growth in their 
firms than the overall SME population despite their 


Figure 3 


propensity to operate in service sectors (see the 
following section). This supports a Statistics Canada 
economic impact study of the CSBF program that 
found higher employment growth among CSBF 
program borrowers than similar SMEs that were not 
program borrowers.’ In fact, it has been reported that 
CSBF program loans have created approximately 
2.9 jobs per loan, for an estimated 223 846 net jobs 
created between 1999 and 2005.° 


Distribution of CSBF Program Borrowers by Size of Business, 2004-2005 


4% 


> 49% 


Self-employed WB ito4 employees MW sto19 employees WB 20 to 499 employees 


Source: Industry Canada, Canada Small Business Financing Program, Comprehensive 


Review Report, 2004-2005, 2005. 


SecTorAL DistriBUTION OF CSBF 
PROGRAM BORROWERS 


Borrowers under the CSBF program largely operate 
in Canada’s service industries. As illustrated in 
Figure 4, four in five CSBF program loans are made 
to service-sector-based firms. Of these, 20 percent 
of program loans (27 percent by value) were made 
to SMEs in accommodation and food services, 

16 percent (by number and value) to retail or 
wholesale firms and 14 percent (10 percent by value) 
to transportation and warehousing enterprises. 


Conversely, only 6 percent of loans (by number 
and value) went to CSBF program borrowers that 
operated in the manufacturing sector. The large 
proportion of CSBF program loans being extended 
to SMEs in service industries is filling a void as 
past research has shown that smaller businesses in 
service sectors have more difficulty in accessing 
financing than those in the manufacturing or 
resource-based sectors.’ 


7 Statistics Canada, Longitudinal Economic Impact Study of the Canada Small Business Financing (CSBF) Program, 2005. 


8 Industry Canada, Canada Small Business Financing Act: Annual Report 2004-2005, 2006. 
° SME Financing Data Initiative, Industry Canada, Small and Medium-Sized Enterprise Financing in Canada, 2003, 2003. 
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Figure 4 


Distribution of CSBF Program Loans by Industry Sector, 2004-2005 
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Source: Industry Canada, Canada Small Business Financing Program, Comprehensive Review Report, 2004-2005, 2005. 


FINANCIAL PERFORMANCE OF CSBF 
PROGRAM BORROWERS 


Table 2 presents select financial statement data for 
the average CSBF program borrower in comparison 
with two other categories of SMEs: the average non- 
borrowing SME and the average borrowing SME. 
While a number of estimates could not be reported 
for data quality concerns, available data do indicate 
significantly higher sales activity occurring among 
SMEs under the CSBF program in comparison with 
the average non-borrowing SME. In 2004, CSBF 
program borrowers brought in, on average, 36 percent 
higher sales revenue and nearly 33 percent higher 
total revenues than the average non-borrowing SME. 
This supports findings from a Statistics Canada 
economic impact study of the CSBF program that 


found that CSBF program borrowers had 43 percent 
higher sales growth over a four-year period than 
similar SMEs that were not program borrowers." 


A comparison of financial statements of the average 
CSBF program borrower with the average SME that 
borrowed in 2004, but not under the program, shows 
that the latter has higher revenues and a stronger 
balance sheet. The average borrowing SME has close to 
23 percent higher total revenue and 160 percent more 
equity compared with the average CSBF program 
borrower. These facts lead to two observations. First, 
SMEs that have borrowed have a higher level of 
business activity as reflected by higher sales levels. 
Second, among those borrowers, the CSBF program 


'° Statistics Canada, Longitudinal Economic Impact Study of the Canada Small Business Financing (CSBF) Program, 2005. 
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captures those that have a weaker balance sheet, which 
is consistent with the objective of the program to 
improve access to financing for smaller firms. CSBF 
program borrowers are nevertheless in a relatively 
good financial position in comparison with the 
average SME that sought financing but was refused. 
The average CSBF program borrower has 17 percent 
higher revenues than the average SME borrower that 


Table 2 
Financial Statement Figures, 2004* 


Average 


CSBF Program | Non-Borrowing 


Borrower 


ae ee 
and Services 775 304 
Ene nee 
Revenues 821 603 
Asset rcurentasses | —*s 
ee rie 


Liabilities Current 
Liabilities 


Revenues 


Total 
Liabilities 367 547 


Retained 
Earnings 


saw its request turned down. As 75 percent of CSBF 
program borrowers are businesses that would not have 
received financing under market conditions," the fact 
that they have a stronger financial position than SMEs 
that did not qualify for a loan suggests that the CSBF 
program is effective in selecting the stronger of the 
SMEs facing difficulties in accessing credit. 


Average Borrowing 
SME 
Request 
Granted 


Average 


Request 


SME 
Refused 


(average $) 


568 591 938 430 678 517 
618 436 1 007 688 700 303 


LORS 311 166 196 114 
523 048 898 030 470 586 


120 902 256 515 146 923 
NE 577 874 304 101 


USS) SIT 126 926 56 118 


Total Equity 123 236 245 514 320 156 166 485 


* Figures do not add up due to rounding and the absence of some income statement or balance sheet data. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


GrowtTH Osstac.es Facep sy CSBF 
PROGRAM BorROWERS 


Achieving growth targets can be a challenge for 

all SMEs. For CSBF program borrowers, the 
obstacles are often significantly higher. By definition, 
businesses under the CSBF program are growing 

or expanding their operations and face difficulty in 
accessing sufficient levels of capital from financial 
institutions to accomplish their objectives. Indeed, 
62 percent of CSBF program borrowers were 
planning to expand within the next two years 


compared with only 39 percent of all SMEs. 
Furthermore, 34 percent of CSBF program borrowers 
reported expenditures on research and development 
(R&D) in 2004 compared with 28 percent of all SMEs. 


Given the appetite for growth and innovation among 
CSBF program borrowers, it is not surprising that 
significantly higher percentages of these firms are 
reporting barriers to growth than other Canadian 
SMEs. As shown in Table 3, over half of CSBF 


1! Small Business Economics, /ncrementality of SME Loan Guarantees, 2007. 
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was cited relatively less frequently as a barrier to 
growth than most other factors, it was still reported 
by more than one in three CSBF program borrowers 
compared with one in five SMEs not using the 
CSBF program. 


program borrowers report taxation levels and a lack 
of skilled labour in Canada as obstacles to achieving 
their growth targets. Government regulations were 
also cited as a barrier by a substantial proportion 

of businesses under the CSBF program (41 percent 


versus 33 percent of SMEs). While access to financing 


Table 3 


Perceived Obstacles to Business Growth and Development, 2004 


CSBF Program 


Levels of Taxation 
Finding Qualified Labour 
Instability of Consumer Demand 


External to 
the Firm 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Internal to 
the Firm 


FINANCING ACTIVITY 


A central tenet of the CSBF program is incrementality, 
which occurs when loans made under the program 
would not have been made at all, or would have been 
made under less favourable terms, in the absence 

of the program. Research undertaken for the 2004 
comprehensive review of the CSBF program found 
that 50 percent of CSBF program loans were made 
under circumstances in which the borrower would 
not qualify for any other loan at all. An additional 

27 percent of program loans allowed small businesses 
to obtain larger loans than would otherwise have 
been approved.” 


The following section examines the financing activity 
of CSBF program borrowers in 2004 in comparison 
with other Canadian SMEs, illustrating the role the 
program plays in facilitating much-needed financing 
for these small businesses. 


Borrowers 


Capita, NEEDS AMONG CSBF 
PROGRAM BORROWERS 


In 2004, 70 percent of CSBF program borrowers 
reported seeking some form of external capital 
compared with 24 percent of SMEs not using 

the program. The vast majority of these requests 

were for debt financing. Moreover, 60 percent of 
CSBF program borrowers made an application for 
commercial loans or credit in 2004 compared with 

18 percent of SMEs (see Table 4). While these 
differences may appear drastic, it is important to note 
that, by definition, the CSBF program borrowers 
surveyed had applied for and received a CSBF 
program loan within the past 12 months. The majority 
of other Canadian SMEs that did not seek financing 
in 2004 reported that it was because they did not need 
financing at that time. 


'? Equinox Management Consultants, Incrementality of CSBF Program Lending. Volume 3. Findings from Survey Data, 2004. A 
report prepared for the Canada Small Business Financing Act Comprehensive Review, 1999-2004. 
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Table 4 
Financing Request and Approval Rates, 2004 


Type of Financing 


Approval Rate 


Debt Financing 
Government Grant or n/ 
Subsidy Approval Rate 


*Data not available due to low quality or confidentiality concerns. 


Approval Rate 


CSBF Program 
Borrowers 


82 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


Just over half of CSBF program borrowers that 
sought debt financing in 2004 approached a chartered 
bank (57 percent) and 37 percent applied to a credit 
union or Caisses populaires compared with 63 percent 
and 23 percent of other SMEs respectively. The 
higher likelihood of approaching credit unions or 
Caisses populaires is consistent with the higher 
percentage of CSBF program borrowers located 

in rural areas and in Quebec, where these financial 
institutions hold significantly higher market shares 
than elsewhere in Canada. 


Financing approval rates were also higher among 
CSBF program borrowers in 2004 than other SME 
borrowers. Ninety-two percent of CSBF program 
borrowers that applied for debt in 2004 were 
approved by their financial provider compared 

with 81 percent of other SME borrowers. It is to 

be expected that CSBF program borrowers would 
receive higher approval rates, particularly for debt 
financing, as, by definition, CSBF program borrowers 
received program loans, although they may have been 
rejected for other financing requests. 


The average size of loans obtained by CSBF program 
borrowers in 2004 was $119 000, which was slightly 
smaller than the average loan obtained by other 

SME borrowers ($146 000). The majority of credit 
applications from CSBF program borrowers in 2004 
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(75 percent) were intended to finance the purchase 
of fixed assets. The majority of applications from 
other SMEs were for working capital (56 percent). 
This is consistent with the parameters of the CSBF 
program as an asset-based lending program and not 
as a program for financing the operating needs of 
the business. 


STRINGENT APPLICATION PROCESS FOR 
CSBF ProGram BorROWERS 


Figure 5 presents the collateral and documentation 
requirements for loans made to CSBF program 
borrowers in 2004 compared with other SMEs. In 

all respects, CSBF program borrowers faced more 
stringent requirements in their credit applications 
than other business owners. A higher percentage of 
CSBF program borrowers were required to pledge 
business assets as security compared with other 
SMEs. As well, higher percentages of CSBF program 
borrowers had to provide formal applications, 
financial statements, and particularly business plans 
to their financial providers. The collateral, formal 
application and appraisal procedures exercised by 
financial institutions with respect to CSBF program 
borrowers are consistent with the requirements of the 
CSBF program. 


Figure 5 


Security and Documentation Required by Financial Providers, 2004 
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Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


SATISFACTION WITH FINANCIAL PROVIDERS 


The CSBFA is administered by Canada’s chartered 
banks, credit unions and Caisses populaires. In 2004, 
55 percent of CSBF program borrowers dealt with 
chartered banks and 45 percent went to credit unions 
or Caisses populaires. CSBF program borrowers 
reported dealing with their main financial services 
providers for an average of 6.7 years. This is slightly 
lower than the 11-year average that SMEs had dealt 
with their main financial services providers. This 
difference may be partially explained by the fact 
that CSBF program borrowers have typically been 
in business for a shorter period of time than the 
average SME. 


Although CSBF program borrowers had typically 
dealt with their main financial services providers for 
less time than other SME borrowers, CSBF program 
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borrowers reported higher levels of satisfaction 
with their financial services providers in 2004. 

As shown in Figure 6, sixty-one percent of CSBF 
program borrowers were reportedly satisfied with 
the overall quality of service they received from 
their financial services providers compared with 
57 percent of SMEs. Higher percentages of CSBF 
program borrowers were also more satisfied with 
the convenience and accessibility of their financial 
services provider and their relationship with their 
account manager. The latter is likely a result of the 
fact that 74 percent of CSBF program borrowers 
had a designated account manager in 2004 compared 
with 48 percent of SMEs that were not part of the 
CSBF program. 
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Figure 6 


Level of Satisfaction among CSBF Program Borrowers with Their Main Financial Services 


Provider, 2004* 
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* Level of satisfaction is measured on a seven-point scale where one is “very dissatisfied” and seven is “very satisfied.” 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


CaPiITAL STRUCTURE 


SME borrowers typically draw on a diversified 
portfolio of financing instruments to meet their 
business’ capital requirements. The same is true for 
borrowers under the CSBF program, particularly as 
their businesses are often younger and more growth 
oriented. CSBF program borrowers have higher usage 
rates of all sources of financing (for both start-up and 
ongoing operations) than other SMEs. 


Figure 7 presents the main sources of financing used 
by current CSBF program borrowers when they 
started up their businesses compared with other SME 
borrowers. Before the first sale of goods or services, 
small businesses that used the CSBF program also 
used formal (e.g. commercial loans, lines of credit 


and leasing) and informal (e.g. personal savings 

and credit instruments) sources of financing at a far 
greater rate than other SME borrowers. This is 
particularly true in their usage of commercial 

loans and lines of credit, with 90 percent of CSBF 
program borrowers obtaining commercial loans and 
71 percent using commercial lines of credit to 
establish their business compared with 45 percent 
and 44 percent of other SME borrowers respectively. 
The high incidence of CSBF program borrowers using 
commercial loans to establish their businesses, and 
the finding that 50 percent of CSBF program loans 
went to start-up firms less than one-year old between 
1999 and 2004," suggest that many CSBF program 
borrowers use the loans to help establish their businesses. 


'3 Industry Canada, Canada Small Business Financing Act: Comprehensive Review Report 1999-2004, April 2005. 
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Figure 7 
Sources of Financing Used During Start-up* 
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* Start-up is defined as the period prior to the first sale of goods or services. Sources of financing include any source used, regardless of 
whether it was authorized or obtained in a previous year. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


CSBF program borrowers also used all sources lines of credit were the main sources of financing 
of financing to a greater extent during ongoing for CSBF program borrowers, as would be expected 
operations of their businesses than other SMEs. among small businesses that are under the program. 
Figure 8 presents the financing instruments that However, CSBF program borrowers appear to 
CSBF program borrowers used in 2004 in comparison augment this financing with a wide mix of other 
with other Canadian SMEs. Commercial loans and formal and informal financing instruments. 
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Figure 8 
Sources of Financing for Established Firms, 2004* 
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* Includes any source used, regardless of whether it was authorized or obtained in a previous year. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


SUMMARY AND DISCUSSION 


CSBF program borrowers faced more stringent credit 


The Canada Small Business Financing program application requirements than other SME borrowers 
plays an important role in ensuring Canadian SMEs in terms of documents requested and collateral 

have the necessary financing to grow and succeed in required as security. Aside from formal credit 

the marketplace. This study found that the majority instruments, CSBF program borrowers were also 

of CSBF program loans (64 percent) were made more likely to draw on informal sources of financing, 
to small businesses in Ontario and Quebec. CSBF such as personal savings, credit instruments of the 
program borrowers were typically found to operate business owner or trade credit from suppliers. 


younger businesses (many still in the start-up stage) 
in Canada’s service industries. Furthermore, SMEs 
under the CSBF program had a higher growth 
orientation and were more likely to be involved 


Under provisions of the Canada Small Business 

Financing Act, a comprehensive review of the 

program is conducted every five years. Findings 

in research and development activities than other rience A ins P TOUS ae “eee 

Canadian SMEs in general. In terms of financing, veal RSIS UNS TUS gL ASS ae oa 
one will be undertaken for the next review, covering the 

etace amu ccuo ners fads) gnifica y te ae period from April 2004 to March 2009. For additional 


3 ‘kel . 

ee sabia ieee cae : ateuniere eter mee J information on the CSBFA and access to research and 
Se UO ae tease See oe reports, visit www.ic.gc.ca/csbfa. 

program, were more likely to have their financing 


applications approved in 2004. At the same time, 
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SME Financine Data INITIATIVE 


Small Business Financing Profiles is an ongoing 
series of articles on specific segments of the 
marketplace and a component of Industry Canada’s 
reporting efforts on SME financing. 


Consistent with recommendations in 1999 from the 
Task Force on the Future of the Canadian Financial 
Services Sector, the SME Financing Data Initiative 

is a comprehensive data collection program on SME 
financing in Canada. In partnership with Statistics 
Canada and Finance Canada, Industry Canada reports 
on the supply of, and demand for, small and medium- 
sized business financing to provide a complete picture 
of SME financing. 


As part of the initiative, Statistics Canada administers 
a series of national surveys on small and medium- 
sized enterprises (Survey on Financing of Small and 
Medium Enterprises) and financial providers (Survey 
of Suppliers of Business Financing). Industry Canada 
supplements these surveys with additional research 
into niche areas of SME financing. 


For further information on the SME Financing Data 
Initiative and access to statistical findings and reports, 
visit www.sme-fdi.gc.ca. For information regarding 
the methodology of the Survey on Financing of Small 
and Medium Enterprises, visit Statistics Canada’s 
website at www.statcan.ca. 


For further information on this article, email 
info@smefdi-prfpme.gc.ca 


SME Financing Data Initiative 


CopyriGHT INFORMATION 


For additional copies of this publication, please contact: 


Publishing and Depository Services 
Public Works and Government Services Canada 
Ottawa ON KIA 0S5 


Tel. (toll-free): 1-800-635-7943 (Canada and U.S.) 
Tel. (local): 613-941-5995 

TTY: 1-800-465-7735 

Fax (toll-free): 1-800-565-7757 (Canada and U.S.) 
Fax (local): 613-954-5779 


Email: publications@pwegsc.gc.ca 

Website: www.publications.gc.ca 

This publication is available upon request in 
accessible formats. Contact: 


Multimedia Services Section 
Communications and Marketing Branch 
Industry Canada 

Room 264D, West Tower 

235 Queen Street 

Ottawa ON K1A 0H5 


Tel.: 613-948-1554 
Fax: 613-947-7155 


Email: multimedia.production@ic.gc.ca 


This publication is also available online at 
www.sme-fdi.gc.ca 

Permission to Reproduce 

Except as otherwise specifically noted, the 
information in this publication may be reproduced, in 
part or in whole and by any means, without charge or 
further permission from Industry Canada, provided 
that due diligence is exercised in ensuring the 
accuracy of the information reproduced; that Industry 
Canada is identified as the source institution; and 
that the reproduction is not represented as an official 
version of the information reproduced, nor as having 
been made in affiliation with, or with the endorsement 
of, Industry Canada. 


For permission to reproduce the information in this 
publication for commercial redistribution, please email 
copyright.droitdauteur@pwgsc.gc.ca 


Cat. No. Iu188-4/13-2009 


ISBN 978-0-662-06447-3 
60548 


IWd Sep jUeWa.UDUY 3] ANS aYy249YIe4 ap aWIWIDABOUg 


9 NI 
& 0) 
4 = 
> 
ng wa 


8rVS09 
€-Lvv90-799-0-8L6 NASI 
6007-€1/p-88 INI OnsoyeIe9 op N 


“souoY say] aonb sourwuay sa] UR} SUSTISOp 
OUI[NISCUL SULIOJ BP] “UOTJBOTTQnd 99300 sueq “G'N 
BI 08 OSsd}M)INoNepjlOIp JysAdOS 

B [aLLINOS UN IUaAIed osTey 
‘S]BIOIDUIWUOD SU Sap B UONOT]Gnd 93309 suep onud}U09 
UOTLULIOJUT,| BIINpoIdas op UONesIO}Ne ,| 1U9}QO Nog 


‘JUDTUO}UDSUOS UOS 

JOAR NO BpRURD IISNpU] 9dAv UOTIeJOQR][OO Ud 

ayey 970 yueAR OIdOd OUN SUTWOD IU dT[SIOYJO UOISIOA 
aun SUIWIOD Tu 99}UaSaId jIOS OU UONONpoO das ey anb 

}9 9DINOS SUISTURSIO SUTWOD QUUOTUSU }10Ss epeuRD 
aysnpuy nb ‘aympoidas UONeWUOJUL,| op apnyydexa | 
JOINSSe Pp UYR 99019X9 HOS d]qeuUOSTeI 9dDUaSTTIP 9uN Nb 
nainod ‘epeued sLysnpuy,p uorsstued aye sues 39 
stely sues ‘y10s 99 aonb uaAour onbyanb sed ja atjred ua 
no yno} Ud ‘ayInpoidas a9 ned UOTedTTGnd 3}399 suep 
QNUd}UOS UONCULIOJUL | ‘OITeVUOD UONSIPUI,p SUIOW Y 
uonsnpo.das ap uonestiojny 


‘(BOs Jid-oUId MMM) TIA.LH UOrssoA us onbruo.99]9 
310A Jed a]qruodsip jusWa]eS9 Jsa UOTJeOTTGnd ay09 


BI 09 1) SIpouUn|Nur UOTONpold : jawunod 
SSTL*LVG- C19 9219.L 
VSS1-8V6-E19.- 121 


SHO VIX (Ole) eMeNO 

uson() ond “SEZ 

JSOnGO INO} ‘qGP9T NesIng 

epeued sLysnpuy 

SUNOYILUW NP 19 SUOTJVOTUNWIWOD Sap a[vJOUES UOT}OOIIG 
RIPOWN|NU NP SddIAJIs Sap UOTIAS 


: B] OOAB JonbrunuWUOD ‘apuewop Ins 

‘sayqissaooe syioddns sins uonedijqnd 37799 I1ua}qo ynod UG 
B03 SUONBOTTGNA MMM : G2\\ oS 

B09 OssdyMsuoneoyqnd : jorunod 

6LLS-PS6-E19 : (XNBIO] SIOAUD) *99]9.L 

(stup)-s}eyq xne Jo epeuRD ne) /¢//-C9S-008-I : (Stay sues) 09]9.L 
SELL-S9b-008-1 * SLV 

[66S-1P6-€19 : (xnedo] sjodde) ‘[9L 

(stup)-syeyq Xn Jo EpeURD Ne) Ep6L-SE9-OO8-I : (Stef SUBS) "[9.L 
SSO VIM OLeIUO PMLNO 

BPLULD XNLJUIUISUIBANOS SIdIAIVS 39 Soljqnd xnearly 
1Odap ap SIdIAIAS 39 suonIpy 


: xne Jossorpe Ss ‘uoneorqnd 
9}}99 op solreyuowayddns sosre;duioxa sap 11ua}qo nog 


YNALNV,G LIONG 37 ANS NOILWWUOIN] 


e0'038 oudyid-Ipyous@)oyur 
B [O1INOD UN ITUaATed soyrey ‘opor}IV 
399 Ins somejyuswayddns syuswioUsIOsUdaI Sap ITUd}GO INog 


"PO ULOJEIS MMM OSSOIpPL,| B EpeueD onbiysVVIS Op Gary azIS 


J] ZOYSIA ‘sasiidasua Sauuadou Ja Sajijad sap Juawaouvuyf 
a] Ans ajanbuZ .| ap xspoyjsur ev] Ins adejyueAep sipusidde 
Ud INOg ‘BT 9s fFId-SUIT MMM Gan HIS a] Z}]NSUOS 
‘sonbysijyeys syioddes 19 SUOISN[OUOD xNe $9d9B IIOAR 49 
AWd Sop yuswsoURUY 9] INS sYoIOYIOI op UTWURIBOIg 

9] INs syUSWIOUSIOSUaI soydure snyjd ap I1u9}qQo0 INog 


‘FIN d Sop yuowsoueruy np 

slatpnonied s}oodse suteyi9o Ins sapnjd sap dsI[val epeursd 
aLysnpuy ‘yuswa,duwios ugq ‘(sasiudadjua xnp Juawmaouvulf 
ap Sad1Adas ap SAnassiusno{ sap sasdnp ajanbuy) siaueuy 
SODIAIAS OP SINISSTUINOJ Sa] 39 (Sastadasjua sauuadou 

Ja Sajjad sap Juamaouvulf a] ans ajanbugq) sasiidayua 
souUdAOU 39 Sayed sa] Ins sayeuoNeu sayanbuap aiias oun 
usu epeury onbysyeig ‘oUWeISOIg NP sped 9] sueq 
‘opueulap PR] 19 

d1JJO .| INS saguuoOp sap yuelfqnd us sastudanus souusaAour 
}9 sajyjod sap yuowooueUY np yo[dui09 neayqe} UN Jossoiq 

B OYOIIYO epeuLy ILsNpU] ‘SOOURUT Sop 919}STUTU 9] 

19 epeury onbysnejs d0Ae UOTIVIJOGRI]OO UY ‘epeueD 

ne Ad Sop juswis9uRUY 3] INs sa9UUOP dp 9399][09 op 
sWIWUIeISOId 9}SeA UN Sd Ad Sop JUoWIN9.UReUY 9] Ins 
YIIOYOII Op SWIUWILISOIg 9] “UdIPeURD SIDTOULUY SOdTAIOS 
SOP 1Nd}99S NP UDA, | INS [IeAR) Op adnoIH 9 Jed 666] 
Ud SO9[NULIOJ SUOTJLPURTUUIOSII XNB JUSUTOWIOJUOD 


‘(qId) sosudanus 

souushOul 39 Sayed sop yuoWooUeUY 9] Ins syoddes 

Sop JoJUNSOId B JURSIA BpRURD SISNpU] Pp SOATILIPIUT 
SOP dIPed 9] SUBP JUDSALIOSUIS ‘QYdIeW Np sJorNoIed 
SJUDWUBIS Sap Ins yURIOd saporye .p a119s 9UN yUddnoIsoI 
nb ‘sas1adaqua sajyad sap juauaouvuy ap sjford SX] 


JWd S3d LNAJWIONVNIA 
37 NS JHINIHIIN IG AWWVADOI | 


AWd Sep jUsWd2.UDUY 9] ANS aYydIaYIEe4 ap aWIWDABOAg 


2 


“SOOT [HAR ‘£002-6661 ‘bpbuvy np sasisdayua sajijad 
sap Juauaoubul aj ANS 107 ke] ap 9]|!e19p usutexd | Inod gredgid yoddes uy “sQgz ‘ppoung np sasisdasua 
sajyjad sap Juawaouvuy ap auupss01g np anbiwouose aduap1oul, ] ap ajouipnyisuo] apnyy “epeued onbysneis 


‘LOOT ‘SaajubAOND UvOT AWS fo Appojuawmasouy ‘SOWOUODY ssauIsng [[eUuIs 


“pO0T ‘Sastsdasqua sauuatou ja sajijad 
Sap Juamaoubouy aj Ans ajanbug “epeueg onbuysyeis “qjVd Sop JuoWooUeUY 9] INS dYdIOYIEI ap SUIWILIZOIg 
“C007 ‘£002 “bpouvyD nw sasisdasjua sauuacoul 


ja sajyjad sap Juamaoupuy aT ‘epeued siysnpuy “qd Sop UoWoURUY 9] INs dYDIOYyooI op oUTUUILISOIg 


"SOOT *S002-F002 
ayjipjap uaupxa p jsoddpy “epeuey np sosiidanus soyjed sop jUsUIS0URUY op SUIWIeIDOIg “epeueD sIsnpuy 


"P00T “4002-6661 
apjivjap uaupxa, p j4oddvy “epeued np sostidenus soyyed sop justeouRUY op sUUeISOLg ‘epeueD oIsnpuy] 


‘Q00Z <S002-FO0Z Januun j4oddby : bppung np sasisdaqua sajyad sap Juamaouvulf a] Ans 107 “epeued sisnpuy 


“SOOT THAR “40072-6661 
ayjipjap uaupxa, p jsoddpy : ppouvy np sasidayua Sajjad sap juauaounuy a] Ans 107 “epeued al.ysnpu] 


‘P00T-6661 ‘SI[!e19p UsWex9 ._p Woddey : NppuDD np sasiidasjua sajyad sap 
juawaoubuyf aj Ans 107 e] anod g1edgid yroddes uy) “pOOT ‘edepuos Np soguUOP Sop sjej[Nsey “¢ SUINJOA “‘OAdH 
JULUDASOAd Np alpDd a] SUP Saps0II0 SJasd Sap JUAUASSIOAIIV, P jaf{a. J ‘syueynsuod juswioseueyy xounby 


ERINECEEEL: 


IWd Sep sjUsWa2.UDUYY a] ANS BYyd49YyIO4 ap aUIWIDABOAg 


JO}[NSUOD ZdT[INIA ‘syIodde1 xne 49 SoYydIOYIII 

xne Jopgooe Inod 39 OAdHT B] ANS syuoWousIasual 
sojdure snd op nog ‘600Z SVU B HOOT [ABP jURT]e 
dpoliod vk] VILIANOD 19-INJag ‘UsWIeXd UTeYyoold 9] Inod 
sastidanus yuores Inb puoy ap asAjeur | & 19 BYDIOYIOI 
R] B JUOIONGINUOS DAdJ Ssnqunidwia sop [yod 
juasoid a] suep SasnjoUT sUOT}e}e}SUOD Sa] ‘sue buld 
Sd] SNO} 9]]IeJ9p UsUIeX UN.p Jalqo | ae] HOP OAdA 
SWUWUIRIBOIg d] ‘bpouvdD np sasisdadjua Sajyad sap 
juauladudUYf 2] ANS 10T &] 9p SUOTIISOSIP Sap NYIOA UA 


IWd Sep sjUusWa2.UDUY 3] ANS aYyd19YIe4 ap aUIIDABOAg 


“SINISSIUINOJ Sap 

[BIDIOWILUOS JIPPIO 9] NO ostidaqUa,p o1tejatIdo1d 

NP Wpes1o ap sjUSUINI|SUI Soy “SoT[ouUOsIed sous1ed9 
Sd] SUIUOD ‘SO][SULIOJUI JUSWUDDUBUY ap seoinos sap 

@ ILIMOIaI ap satqudoosns snjd yUoW]e39 JUaTeIS 
JAdA SINsyuNIdW soa] ‘s[OWIOJ WIps10 op sowistuvosU 
S93] SING ‘SULILS UD SLIOJJO SUdTQ Sa] Jo sInbaI 
S}JUSWMIOP So] dUIONUOD Inb 99 ua AW Sarne say aonb 
JIP9IO op spuLWEp op sosnoiNOsII snd saoudsIxa sap 
B Ov JUSTLSIeJ DAY Sinoyunidurs soy “juaW]a]]eIeg 
‘ddd owuweiso01g ne uonedionsed ino] op uoste1 

ud yUoWII|Qeqoid ‘poQz Ud sodAnoidde juswis.uUeUYy 
op SopuvUap SINI] JIOA op saouKYyd op snyd yuoreAe 

S]I ‘simoyie red ‘souusipeurs qd Sone sop xnoo ke 
sinatiadns jusui9}}0U xneqyIded ap SUIOSAQ Sop JUSTBAR 


vi 


Jad sinsjunidus soy “uoWIs.UeUY ds] euUIaOU0N INb 
90 UW ‘G-¥Y Op SaATjOR sap JoudUI op sayqudaosns 
snjd jUsTe19 19 [eI9UNS Ud SouUAIpeULO Ag SsorNe 

Sa] onb s0ueSSIOIO BR] INS Sooxe oSeJULAEP JUdIeIO 
QAdd SWIWIeISOIg NP sIped a] SuRp sogoueUY AW $9] 
‘snid oq ‘epeued np SddIAJos op Saljsnpul so] suep 
(oseuewsp np ode}9,] B a100U9 JUSTRANOI 9s dIqUIOU 
uoq un juOp) sostido.nua sounoal op yuarey1o]dxe OAdA 
smnoyuniduis soy ‘ayei9uas UOSe] aq] “dagen Ne no 
OLIRJUC Ud sognqIs sastidaNUS sayjed xne sapi0soR 
919 UO (% $9) DAd_J S}eid sap si9ty xnop sap seid 
onb g[9AdI & OpNjd ojUasoId eT ‘dYoIeUL 9] ANS IIssneI 
Op 10 DIOIO Op ONA Ud oITeSsod9U JUOIUDOURUY Np 
jussodsip souustpeurs Ad So] onb JaInsse s op 

yso nb 90 mod jueyodum ayoi un onof epeuey np 
sosuidanus sayijod sop yuowisoueuy op sulUeISO1g 97] 


NOIssnosid 14 Jwnsad 


“pOOT ‘Sasiudaajua 


squuadou Ja sajyjad sap juauaouvulf a] ans sajanbug ‘epeued onbusyes “qd Sep UsWs.URUY 9] INS sYdIOYOOI 9p 9UIWIBIBOIY : 9OINOG 


“QIndLIgjUe s9UUR UN ,_p 


sINOD NY NUd}GO NO gsLOINe 949 }1e JUOUIBOULUTY 9] oNb a10du nad ‘sagsijHN JUSUISDURUTY 9p SAdINOS sa] SoyN0} pusidwWIOS oINSIy eT y 


aNd 


% 06 % 08 % OL % 09 % OS % OV 


add sinqjunidwiq = 


% O€ % 0 % Ol % 0 


(sjanuaptAoid sinassiysoaut) 
souuosiad sane .p Said 
somejatidoid so 

siuie no sjuared ap sia1g 


so1ejolidoid sop sjauuosiod s}o1g 


samejgidoid sap 
sajjouuosiod }1paid ap sasiey] 


SINISSTUINOJ SAP [BIOIOUIUIOS JIPZ1D, 
so1e}otidoid sap 
sa][ouuosiad j1peid ap seed 


so1ejatidoid sap 
so]]ouuosiod sousiedq 


SJOWLOJUT syUSUTMSUT 


siedai uou saslgueg 


MIP919-O1D1N 


anbsu ap jeyideo ap spuoy 


JUWIWIAANO0S Np 
SUOTUdAQNS NO $}91g 


uontstnboe-uoneoo] ap yeU0D 
SO]RIDIOWIUIOD JIPZI9 ep sayeD 


SO]RIOIOUIUIOD JIPZIO op SoBe 


S[QWUO} syuoUNSUT 


XNVIDIOUILUOS $}91g 


«PO0Z ‘S9t1quI9 Sastide.yud say sed sagsi{yn JusUIIIULUY ap S9dINOgS 


g aINSIY 


om | JWd Sep juaWarUDUY 3] ANS aYyd49Y4I04 ap aUWIDABOug 


“SOOT [HAR “PO07-6661 SI[!e19p UoWIRXo .p Woddey : pppUDD np sasiidaajua sajyad Sap JuauMadUDUY, 2] ANS 10T “epeueD OLSNpuU] ., 


“S[OULIOJUT 49 

S]OULIOJ SJUSWINIJSUI Sone Pp UOSIeUTQUIOD oun ,p 
udAOU! Ne JUSWUDOUBUY 99 Jossneyal jUs|quies 

DAdd sinojuniduss soy ‘stoyainoy “owureis01g np 
aryied juesiey sostidanua sayyod ap sipuaye A,s 
yeanod uo suwi0d “444 Sinajyunidus say 1nod 
jusWooURUY op sddInos sayedioulid sa] yUdTeI9 JIPEJO 
OP SOSILU SI] 19 XNVIDIBWIWWOD sjQId Sa’T ‘sal]qeia 
souusipeurs qd sone xne jUSWOATWeIedUI09 
‘pOOT Ud SaST]N yO aT[quje ostidanus oun yuRAR DAA 


sinojunidwis soy onb yuswId0URUY op s}USUINI}SUI So] 
auasoid g oInsy ey “AIWd sone xne yodde sed 
astidous Ind] ap sonutuOS suoNesedo say JURINp 
JUSWIOOULUY dP S9dINOS Sd] S9jNo} INSU opuLIS snjd 
oun suep asi]N JUSWATeSO JUO JA] SmMajuniduis sa] 


‘asudanua dg] qe} B Jopre so] mod sjaid soy uestpyN QAdA 


smayuniduis xnoiquiou ap onb armpep ap jusyouLIed 
<P00T 1° 6661 ONUS UL UN,p SUIOU op sogse ose.LIEUIOp 
ud sosuidanusa xne souTsap ywusIe1s DAA Sioid sap % OS 
onb 18} 9] 39 SasudaNuS s:m9q I]qe}9 nod xneIdIOUVUWUIOS 


“POOT ‘Sastadasjua 


sauuadou Ja sajijad sap juauaououlf a] ans ajanbug “epeued onbuysyeis “qi Sop juowsouRUY 9] ANS aYoIOYIEI ap ouTtUeIBOIg : 2dINOS 


“QINDdLIQIUR DQUUL SUN, P SINOD Ne NUd}gGO NO gsLIOWNe 949 We yUOUIDOURULY 9] ONb oy10duN nad ‘sagsijNN JUoUISOUeUTY 
AP S9dINOS Sa] $9jNO} pudIdUIOD dINBIj LT] “SOdIAIAS OP NO sUdIQ op d3UdA oIOTUIOId e] JUepgdeId opotiod v] e puodsal0o ose.uLUlEp oT » 


aNd 2 


% O01 % 06 % 08 % OL % 09 % OS % OV 


DJAdg sinojunidurg ees 


% OF % OT % Ol % 0 


(sjaqueptAoid sinassijsoaut) 
souuosiod soinep s}aid 
sameaiidoid so 
suie no squased ap sia1g 


sozejaiidoid sap sjouuosied sjoig 


SINASSILINOJ SOP [RIOIOUILUOD }IP9ID 


some}alidoid sap 

sa]]ouUOsiad }Ips19 op sosieyy 
saieyaiidoid sap 

so]Jouuosiad j1pei9 op soured 


S[OULOJUL S}USUINYSUT 


soejgiidoid sap sojjouuosiod sousiedq 


WP919-O191IA| 


anbsii ap yeyideo ap spuoy 


JUSUIOWISANOS Np 
suonusaqns no sigig 


uontsinboe-uoneso] ap 3eyUOD 


SO]RIDIOUILUOD IP91d ap sayeD 


S[OULIOF S}USUINIYSUT 


SO[PIOIOUMUOS JIPZId op sade 


XNBIDIOUILUOD S}OI1g 


,ISBLIVUIOP Np odv¥39,[ & SAISTTUN JUDWIaIULUY op sad1n0Gg 


L ans 


IWd Sep sjUBsWa2.UDU 3] ANS aYyd19YI—4 ap aUIWIDABOAg ZL 


sigid sap asin queke DA qj Smnayuniduts .p uonsodoid 
SHO} PT “ANd 9un yuedke sinajyuniduis sane say nod 
‘qUSWIDATISadsal “0% pp B19 % Sp B JUOWIDATLIedUIOD 
‘astidaque Ing] [Qei9 nod sayeIo1OUILUOD 1Ipe10 ap 
SOSILW SOP ISITIN JUO % T/ Jo xneIOJOUTUIOD s}gid 

sap nus}go UO DA dy sinajyunidwis sap % YG ayo uq 
‘JIP9ID OP SOSIVUL Sop 19 XNVIOIOUIUOD s}gid sap a3esn 
Ing] nod teJA yUsIDIOTNOVIed JI9AB_S BI9D “AW 

oun yueAe smajyunidurs sayne sa] anb agaeqa snjd 
dnoonveq uoniodo.d oun suep (jIp9io op syuouUMysUT 39 
sa]jouuosiod sousieds “xa -d) soyjauuoyul 3a (uoIsInboe 
-UOT]LIO] OP S}V.UOD 49 JIPSIO ap SOSIBUL “xNBIOIOUTUUOD 
sjoid *xo “d) sayjauoyJ yUOUDONURUY dp SddIMOs sap ssT]yN 
qUIWUIZTeSO JO DAA oWMWIeISOIg Ne sModear nd yuo INb 
sastidanua sayyed sa] ‘Sdd1A19s Sp NO SUdIG dp 9]UdA 
s1onuUsid ey JUBAY “ANd oun juede sinojuniduis sane 


xne JUSWAAeIedu0d ‘asuidayus Md] gour] UO s]I,nbsIo] 
sjamoe DAdJ Sinsjunsduus soy Jed sogsipyn yusWIeoURUY, 
ap ssomos soyediounid soy auasaid / andy ey] 


“qINd sone say onb 

(sonuuos suoneiedo sa] 19 ade.UeUIDp op suoTIe1odo 
Sd] Inod sioj ev] e) JUOWINOURUY dp sadINOs Sa] sayno} 
Mod sga9]9 snjd uonesiyN,p xne} sop jusyouse QaqdA 
SINOJUNIGWID ST “IOURSSIOIO B] INS Sooxe oSE]URALP 
39 sounof snjd juaAnos jos sastidamus sina] onb 
Quuop juv}9 JUNWIOIOTNOTVIed “QA gy owMUIeIBO1g 

Np oped a] suep sinojyunsduss soy Inod awigui op 

BA Ud I] ‘oStIdaNUS Ing] ap [eyIdeo ap saouasIX 

xne olpuodos nod juswieoueuy op s}usWINysUI ,p 
QYISIOAIP | [INaJoy0d un Ins JUOWIIT[ENAIGeY 
juojduioo qd oun yuvde simajunidurs so'T 


TWLIidVD NG JNLINALS 


“POOT ‘Sastidadqua sauuadou Ja 


sajyad sap juawasuvulf aj Ans sajanbug “epeued anbysners “qd Sep JUsUsoURUTY 9] INS SYSIOYOOI 9p SUUWILISOIg : BONO 


“« JURSILJSYES S21} » 


B das 39 « JURSIRJSIFBSUI So.) » e puodsarioO UN No ‘syuIod ydas ap a]JaY99 oUN INS gINsaUT 939 B UONOLJSHRS Op 9159p OT + 


(AWd) ueXKour yusurasse][D --O-- 
(AWd) sHegsnes 
S}USI[D Op 93Ke}USD0INOg 


sojdui05s ap 
INDOSIIP 2] 
DAB UOTLIOY 


DOIAIOS Np 
aTeqo Ss 9311eNO 


udXOUul JUDUIDSSeID) 


osuidonuod,| 
op sulossq sop 
uotsusysidwio0y 


(Oadda sinsyunidurs) 
usAOU JUSUTIOSSPI[D ez 


(94d4 sinejyunidurg) 


SULJSHLS SJUST[D Op oSe}USNINOg ey 


PUTIqisso50N 


SOIAIOS Op srety 19 91Ipourmmo0y 


S}ILJSHRS SJUDT[O Op ddvJUDOINOg 


xf007 ‘elQIDUBUYy 


uonnyysul sedisutid Ang] ap psesg,| & (Ad  OAdd) SAnaj}uniduis sap Uo IEJsHeS ap 2.139q 


9 d1NnSIy 


JWd Sep sUsWa.UDUY 9] ANS aY219YyII4 BP BUIWIDABOAg 


‘JdAdJ ouuwesiso1g ne sed yuedionsed ou 

AW d Sop % 8p B JOWIIANeIedWIOS PYOZ Ud 9USISOpP 
Sojduiod ap mm9ydoIp UN JuUsTeAe DACA Sinayuniduia 
Sop % pl onb jIeF Ne aPqenqiujye yUsWIS[qQueqoid js 
JUIOd IJOIUIAp 9< “So}dul0d op INd}d9IIP 9] D9AB UOTILIOI 
INI] IP 19 SIOIOUVUY S9dIAIOS Op INISSIUINOJ INI] Op 
DI[IQISS99NB | IP 19 SIIPOWWOD BY] Op s}IeJsyes snjd 
JUDUIDTeS9 JUDILIO DAdA Sinajuniduis .p saya snjd 
adejusoinod uA “AIWd Sep % LS B JUOWDANeIedUIOS 
SIOIOUBUY, SOOTAIOS OP SINASSTUINOJ SINd] op soidne 
ndoi yO s]I.nb sd1AJas np ayeiaues oyyenb ev] op 
S}IeJSeS S}IP JOS 9S DAdy SINajunidura sap % [9 
‘9 dINSY VL] IUOW 9] SWIUIOD “pOOZ Ud sIdTOURUY 
SOOIAIOS OP INISSTUINOJ INI] Op pses9,] & S9AdTO 

snjd uonoejsyes op soisap sop siepoep WO DAdA 
sInajunIdud say “Ad Sone soy onb sduia}s3u0] 


sulow sindap o191oueuy UoNMNsuT oyedrioutid In9] 
d9Av JUNSISULT] OAdj Sinojunidurs say onb uarg 


‘quudhOUl AW d &] onb sduia}3u0] surow sindap 
sollejye Ud JUSWOTeIDUNS JUOS DA Sinoqunidurs 

soy onb j1ey 9] Jed ‘onsed ua “ianbiydxa_.s ynod 31899 /J 
‘sue [] op iso mb ‘ayjonjiqey s1g1oURUY VON NSUI 
INI] IDA Ad Sop somlejje Pp UONL]AI V] 9p soINp ve] eB 
INDLIOJUI JUSUIDIOSY] 1S9,d “ouUdAOU Ud suP /‘g sIndap 
sIgIoueUYy UOTINASUI sJedroulId Ina] D9Av SoITeIe.p 
UOT 9UN IIOAR SIR[EpP JUN Dd SInajuniduss so] 
‘somelndod sassted sap no jIpeio op saaneiadoos sap 
DAB “0% Cp jd dUIBYD B SonbueQ Sap d9dAe aSISUeI} JUO 
DJAdJ Sunajuniduis sap % ¢¢ ‘pooz UW ‘somendod 
SOSSTVD S3] 19 JIPEIO Op SoATyeIado0d soy “epeued np 
oy1eyo e& sanbuegq soy Jed sasturupe iso DAdAT &T 


SAYsJISNVNIA SNOILNLILSNI 
$3dqd ddv93,1 V NOILOVASILVS 


‘p007 ‘sastadadjua sauuadou 


Ja sajyad sap juamaoupulf aj Ans ajanbug ‘epeued anbysners “qd Sop juaulsoURUY 9] INS OYoIOYoI op oUTUILISOIg : 90INOS 


ANd sinojunidwis sonny | 


% OL % 09 % OS % OV % OF 


Oddd sinjunidug iy 


% OC % Ol 


ALI91OS9.] OP SUOISIADIg 


joe .| op uonenyeagq 


sjouuosiod sia1oueuly syeyq 


s]UsUINSOq 


SoMejje Pp uel 


astidenua | op sioroueuy sye1q 


a]J1INyJo apuewisg 


onuvies ud 
astidenua .| op susig 


sonueiey 


F007 ‘se1gIUBULY SUOTNIYSUI Say ed s9sIxo syUaWINIOp 39 saUBA 


¢ dINSLY 


dWd Sep sUsWa2UDUY a] ANS aYyd4aYI04 ap aUIWIDUBOAg OL 


‘Adj CwWeIZOIg Np ssouasIxd xne soULIOJUOD 
JUOS DAdy Sinojuniduis sop piesa] e sorg1ouRUy, 
SUOIJNISUL Soy Jed SOIAINS UOHeNeAd,p somnpgooid 
SO] 19 O[[SIOYJO opuewiap vy] ‘oNURIeS Ud SUdTG SO] 
"SPUO}J Op SINI]][Ieq SIMg] eB SorTeJJe .p Sued sop 
‘\UoWoJoTNoIyIed “4a sIOTOULUY, $}e}9 Sop ‘SoT[SIOYJo 
sopueusp sop Jojuasaid np yuo DA qj Ssinoyunsdui ,p 
9ag{9 snyd asejusoinod un ‘ano uq “qd somne 
xne yoddei sed astida.nua,| op sudiq sop snuRIes us 
JouUOp ap snud} JusTe}9 OAdJ sunojuniduss .p grsj9 
snjd o8ejusoinod up) ‘astidanua ,p sosejotidoid 
sone sa] onb jIpeio op sopueulep sina] suep 
SdSNaINosLI snjd sadUaSIXO Sap B ddVF WRI WO OAdA 
sinoyuntdtus say ‘spres9 so] sno} V “ANd Seine xne 
juoWIOATeIeduIOD “pogz Us OAdA sinojunidurs xne 
saps0doe s}g1d soy nod uoneUoUINSOp op 39 sULIES 
Ud SUdIG dp Sd0UdSIXe Sa] aJUOsed ¢ oINSY eT 


%4d4 sanainnadw3 S31 wnod 
XNIMNONI JGNVWAG 3d SNSSIDOUd 


eee | 2 | 


‘ostidanud | op sfouuoneisdo sutosaq 
So] Jooueuy Inod swuressoid un sed uou 30 ‘Fyow ,| 

Ins yuesodos yuniduis Jed yuowsoueuy op swuesso01d 
un naa as Inb ‘Oqd4 sumueIZ01g np sanouresred xne 
OWIOJUOD Sd UONBAIOSGO 9319-9 “(% 9¢) JUdTUIATNOI 

OP SPUOFJ 9] JWoTeUIBDUOS Ag sone soy sed saqrey 
Sopueulop sap wednyid eT ‘suonestiqourut .p yeyor | 
JOOULUY & JUSICSIA (% ¢/) PONT U2 DAdA sImayunidus 
So] Jed soyley Ipod op sopueulap sap wednyd eT 

($ 000 91) AWd oun juedke sinayuniduie sane soy red 
nus}qo usKoul jo1d ne IMoLIgyUI yUdtIII9S9] J1e19 Ib 
29 *$ 000 6IT oP #e19 POT 49 DAdA Snoqunsduts 

so] Jed snuajqo sjgid sap suudAoul dy] Ie} BT 


‘ssgsnjol ong nd yuo JUOWID0URUY ap SopueUap 

SOINE SINZ] IS OWIQUI ‘OUIWILISOIg NP dIped a] suep 
sjgid sop ndoJi JUO DA dy Sinajuniduis soy uoTTUYyEp 
Jed onbsind uniduwio red yuawisoueuy 9] Inod 
jusWIaJaT[NOTVIed ‘saga snjd uoTyeqoidde .p xne} sop 
juasIsaIUe QAdJ sinoyunidwis soy aonb 99 e aipuayes 
yweanod uO “qWd oun yuedke sinajyuniduis sane sop 
% [8 B JUOWIIANLIeAdUWIOD ‘spUOJ Op IM9T][Ieq Ano] Jed 
soanoidde 939 1U0 pOQZ Ud JoId Op opueUap oun jIey 
queke DAdy SIngjuniduis sop % 7 “ISUTY “Ad oun 
juvde sinayuniduis sane soy] zoyd onb pQQZ Ud DAdA 
sinayuniduia sa] tured saagj9 snjd yuswayes9 yUDdIe}9 
jusWo0URUY op SopueWop sop UoNeqoidde .p xneq so'T 


“epeuey ne sinaqjie nb sajyueyioduit 

snjd yUdUId|QeINpISUOS 9YydIeW op syed sap yuodnd90 
SOI9IOUBUY SUOT}NINSUT Sd NO “S9QGE9NQ) Ne NO syRINI 
UOISaI Ud SANs DAdJ Sinqjunidus .p gaojo snjd 
a8eyusoInod 9] 99Av dpsJONUOD oIe[ndod assred ouN kB 
NO JIpaio ap datyes1gdood oun & JOssoIpe Ss 9p 99A9]9 
snjd ayipiqeqoid ey uoWOANIodsel ANd SerNe sap % 
€7 19 % €9 B JUOWOATWeIedUIOD ‘ore;ndod assteo oun 
NO JIPSIO 9p dANLIIAOOD OUN SIDA SPUINO} JUOS aS % / ¢ 
10 (% LS) sUeYd B onbueq ouN & SgssoIP JUOS 9S $07 
uo yuniduie Jed JusWId9OURUY Np IU9}GO B 9YDI19Y9 JUO 
mb Odd sinsjuniduis sap sniowi ey] ap snyd nad up) 


IWd Sep jUaWa.UDUY 9] ANS BYy249Y4Ie4 ap aUIWIDABOAg 


‘p007-6661 “9I[TeI9p UoWex9 _p Hoddey 


: pppuvn,y np sasiddadjua sajijad sap Juamaouvuyf aj ANS 107 e| Inod sredgid yroddes uA) “pOOT ‘Osepuos Np soguUOPp sop syeI[NsSy 
"€ OUINJOA ‘OAdy auiuuvasosd np adpvd aj Subp Sapsozov Sjasd Sap JUAWUASS101IIV, p jaffa,'T ‘syuey[NsuoD JuoWeseuRy xournbY ;, 


“PpOOT ‘Sasiudasjua sauuacou ja Sajjad sap juamaouvuy aj Ans ajanbug “epeued onbysyers “qd Sop JUswWsoURUY 9] INS sYyoIOYOOI Op OUTWBIBOIg : 9dINOS 


“QI[eUAPYUod op no seguuop sop 9y1[enb asteAneu ap soweyqoid op uostel ua sajqruodsip uou saguu0g y 


Rowaqou ern SOE 
a[BJUIWIIUAIANOS UOWUIAqNS 
soup enamel 


uoneqoidde p xney 
uonIsInbse-u0yeI0] 9p 3v.1U0D 
opueulop op xney, 


Boneqode panel 
: juniduis 1ed yusua.ueUYy 
ee 


Ingjunidwiy 


“ey JUOWIOUI 
30 B JUOWIBOURUY op UIOSaq Nod sed yuaTeAR U SoqT]9 Nb 
sored 318199 onb giepoep JO pOOZ US JUOUSOURUY np 

J1u9}q0 & ayo1ayo sed yuoreAe .u Inb souusrpeurs AWd 
somjne sap oy0fewl eT “sIOUl SIOTUJOp Z| Sop SsINod ne 

Dd 191d un nus}qo 19 spueWiop JUdIvAR S9SO1ID}UI 
DJAda sinojyunidurs so] ‘uonuysp sed ‘aonb 1a}0u op 
JULLIOCUIT 4Sd [I ‘SOULIOUD JUSTQUIAS SODUdIOIJIP Sd 
onb ualg ‘(p neayqe} do] JOA) ANd Sop syquiasud | 
Inod % QT] B JUOWISATeIedUIOD “pO Ud [eIOIOUTUUOS 
VIPSsO op NO xneIdIBWIWIOS sjgid op spueWep sun 
ye UO DAdJ Sinayunidurs sap % Qg ‘snjd oq 
‘junidurs Jed yuoWs.URvUY 9] JUSTeSIA SopueWop 

S90 op d110feul a3SeA BT ‘OUTUURIZOIg Ne SsINOdaI 

no sed juvde .U ANd SOP % HZ B JUSWIdATJeIedWIOD 
“QUIO}XO [vJIded op SULIOJ OUTRIIIO OUN 9YdIOYS MOAR 
PAL[IPP WO DAdA Sinoyunidurs sop % OL “POOT UA 


J4d4 SYNALNNAdW3I S3d TWLlidVD Ni NIOSIg 


quowiaduvUY op eddy, 


p00Z ‘UoHeqoidde .p xnv} 39 UdUIZ.ULUY op spuewleg 
p nesjqey 


‘uIOSaq puvIS jU0 sastidaqUs 

sajijod soo yUop JUsWIOOURUY ne $999k | sURpP 
SUIWULISOIg NP IOI 9] JONSNI]I,p oNA ud ‘souUsTpeURd 
AWd Sane sap say[ao B JUSWIDATVIVAUIOD HOOT 

ud Odd sinojuniduis sop yuowsoueUY op 

SIU Ud 9TATIOV| Ins oyJ0d ajUvAINS UOT]DOS BT 


"_ JUoWO Ne I1Uu9}q0 nd jusTeINe 

so]]o,nb 39 onb syueyodunt snyjd said sop 31u9}q0 .p 
sostidamusa sayijod sap e stutod yuo DA d4 Sieid sop 
% LZ one UP) “JOId one UNONe k JIQISSTUIpe 939 
yeine U InajyunIduia | soyjonbsa] suep suonenys sap 
suep SepsOdoR 919 1U0 DA Sloid sap % Og aonb aaAo1 
DJAdy owUeISO1g Np s]]Iejap uswiexa .p yoddei 3] 
Inod pOOZ Ud d9UDU SYDIOYIOI BT “OWIWIRISOIg Np 
QOUISGR | Ud “Sd[QvIOARJ SUIOW SUOTIIPUOD Sap kB 939 
JUSTVING | NO JUSIAINNe Sap10d9K 939 Sed jUSTeINe .U 
SUIWULISOIg NP dIped od] sup sTUINOJ sjgid say] onbsio] 
JUSTAINS Inb WdUIdSsIOINNB .P JdJJO,| op odiourid 

3] DANO) 9S OA] CWUWUIeIZOIg Np su IN. NY 


LNIWAONVNIS 
40 JdaILVW N3 ALIAILOV 


AWd Sep sUsWd2UDU] 9] ANS BYyr1aYyI041 ap aUIWIDIBO1g 


"V00Z ‘sastidayua sauuadou ja sainad sap juawaounurf aj ans ajanbug ‘epeued enbusneg “qd Sap justus.URUY 9] Ins ayo1OYoo1 ap sUTUIRIBOIg : domMog 


sop opueuwop Pe] op Si Iqe|suy 


uonses op syloedes 


$9U19}UI 
$.1N9}Ie J 


S9U.19}X9 
$.1N9}9¥ J 


F007 ‘Ssestida.jua sap yusawiddoyjaagp ne 3a aduESSIO.ID | B SNd10d sapaeIsqCQ 
¢ heoqey 


‘Adj owmuwesis01g ne sino0da1 
sed yuedeU qd Sop owiatnburd un e yusWIaATeIeduI09 
“Q[9B]SQO UN 9N4I}SUOd JUSUIITO 399 ONb yusIe[DOp OAdA 
sinojunIdwis sap sio1} np snjd onb sutow sed oinswiop 
Ud _.U [I ‘sinajoRj sone sap yednyd ey] aonb souessto19 

BI B I[DVJSQO SUIWOD JUDANOS SUIOW JUSWIDANLIOI 
QUUOTUSUI OS JUOWIDODURUY ne s9d0e | onb uatg 
‘(FINd Sop a]quiasusd | Inod % ¢¢ ev yoddes sed 

% Ib) Dddd ue Is01g ne yuedtonsed sastidanua ,p 
ojueyodunt uonsodoid oun sed ssuuonusw jusW[es9 
JUOS XNVJUDUIJUIDANOS S}JUSWII[SI SAT] “QOUBSSTOIO 

ap syoalqo sind] op UOTWRSITVOI B] B SOTDeISGO sop 
juan} suo. epeuRD ne saytyenb o1Ana ,p-ureul op 
onbuewi 9] 39 UONIsodut,p xne} say onb yuonbrpur 
JAdJ sinayuniduis sap atjtow ey] ap snjd ‘¢ nes]qe} 9] 
aNUOUI J] SUIWIOD “ANd sone xne yUOWOATeIeduios 
DOURSSIOIO BP] B SOJIVISQO Sop &B JoLINoY 9s JUSULTYJe 
19-xn90 ap ddgj9 snjd yusuN}0U o8eUD0INOd un nb 


Ja}e}SUOD op JURUDIdINS sed jsd,U [I ‘UONPAOUUT | 39 
OULSSIOIO BY SIOAUD JUDJSOJIUCU DAA UIWILISOIg 
np sinajyuniduis say aonb 39193UI | ap nua} a}dui0D 


“AINd Sop e]quiasua | nod %% 97 e yodde1 

Jed p0Q0Z ua (-yY) JUoWIaddojaagp-ayo1ayoal eB] ap 
oq1) ne sasuadap sap sievjosp JU0 OAdJ Sanojunidusa 
Sop % pe ‘snid oq “Ad Sep e]quiosud,| 9p % GE 
JUSUUSTNIS B JUSWIDATJeIedWIOD ‘saguuK souTeYysoId 
xnop sop sinod ne uolsuedxa oun juasesIAUa DAA 
sinajuniduis sap % 79 ‘Wey U_ ‘syoalqo sing] JosI[eol 
Toanod inod saigioueuy suoyNynsul sino] op soidne 
sjuesyyns xneyideo ap xnedalu sop I1u9}qo & ;eU Np 
JUO Jd SOPIAIIOV SINI] IIBIV]O NO dWO1D9e JUDTTeYNOS 
JAdj omuwelSo1g ne sino0sei juehe sostidoanus 

Sg] ‘UOIIUYEp Ie “SgAo]9 snjd jUSWID|QuIOpIsUOS 
JUDANOS JUOS Sajoe}Sqo so] ‘Od J Ssinojyunsdws 

Sop Ssvd 9] Sue ‘Yep un Jasod ynod souKssIoI9 

ap syoalgo soy sIpulone “qd S9] $91N0} INog 


J4d4 SYNaLNNadW3 S37 LNaALYNAH 3S 
STANOXNV JONVSSION) V1 V SATDVLSEO 


IWd Sep sUsWa2UDUY 2] UNS BYIABYIOA Bp aUIWIDABOAg 


“LOOT ‘SaajuDAONyH uv_OT AWS fo Ajyojuawmasquy ‘SotwWOUO0dY ssouIsng [[ewUs ,, 


“pOOT ‘Sasiadadjua sauuacou ja Sajijad sap Juauaouvuy a] ans ajanbuq ‘epeued onbysners “qINd Sep JUuswWaoURUY 9] INs syoIDYOOI op owuUeIBOIg : 901N0S 


‘URTIG NE NO s}eI[NS9I Sop 3¥}9,] B SOATIL]OI SAQUUOP SouUTe}IO0 prenbuew [I,Nb so1ed ja sipuoUe 9}9 JUO SoAJJIYyO so] onb dosed sjoexa sed yUOs ou xNvj}0} SOT » 


$8 991 OSI OCE VIS SVT 


€C6 OVI SIS 9S7 C06 OCI 


9€T ECI sorreuuonoe 
SOP MOAR] Op [PIOL 


soidoid xneyided 


101 POE PLS LLS pes LLZ Lvs LOE Jissed np [B10], 
jissed 


986 OLY O€0 868 8r0 ES 


SIL 9S 976 971 LLS SEI stuedgr 
uou ssoyousg 


€8L 06r 


JOB] OP [BIOL 
rings | sre | cores | — ‘| aatonmoo esnoy sH9V 


EOE OOL 889 00 I 9€r 819 SNUdAdI Sop 

| [P10 

LIS 8L9 O€h 8&6 16S 89S - POE SLL S9OIAJOS Op 
jo SusTq op SoJUsA, SNUDAIY 


(sav]jop us suuadoul) 


aaAnoidde 


4 


spuvweg 


agsnjat 
opueulsg 


yqid op 
opuewep op 
yey sed juedv.u 
auusdsOul AINd 


391d 9p spueulsp oun 
yiey guede ouusAOU AWd 


‘JIPeso Np 11u9}qg0 

B SoyNOYJIp sop yUsAnoids mb sayjoo tued saprjos 
snjd so] AWd Se] JouUOT}E/9S B UDI YISSNdI DAdA 
SUIWILISOIg 3] onb sipudjus assiv] 99}da00e 939 sed 

BU Jold ap ospueulap ve] JOP AWd Se] enb aprjos snjd 
sigroueuy uoNIsod oun yuoyoyye syi.nb yey oy‘, ,ayoreur 
Np SUONIPUOD So] UOTAS jUSWIBOUBUY UN IMOADEI nd sed 
jusTeine u Inb sastidanus sop yuos OA dj sunayuniduis 
SOP % CL MUIWIOD ‘s9snjol 939 & JQId ap opueWop ev] 
juop ouushow Ad B] Op Xnd0 & % / | Op sinatiadns 
SNUdADI Sop yeyoyye uskow JDAdy Anoyuniduis /J 
‘o9snjol 939 & JQId op spueUap ev] JUOp sUUdAOW FIN 
RB] B JUOWIIANLIVAdUIOS DUNG JUSWIDATLIOI DIgIOURUY, 
uonisod oun suep sulowuesu JUdANO] 9s DAdA 
smoyunIdwid soq ‘sostidanus sayyjed sop yuswisoueUYy 
ne $900k | JOINS B d}SISUOD Inb sWIUeIBOIg Np 


€09 178 


uskoul DAdA 
ainajunidury 


«P00 ‘SaspoueUy seq 
Z neayquys 


JIdofqgo ,| B JUOWISUIOJUOD ‘ayqrey snd ueTIq UN yUO INb 
So]]90 Ople DAdy owurels01g 9] “oid op spuewiop oun 
yey yuo nb qWd S92] Wed “UsWIAWISTxNEq ‘SPAd]9 
snjd somejje Pp SOIJIYO Say] JUOUSTOUID} US SUTUIOD 
*Q[PINIOWIWIOS 9}1A1]NR .P 9AIT9 SHI NvdArU UN yUdOyTe 
joid op opuewop oun jIeJ yURAe AP SO] ‘WUOWIDIOTUIDIg 
“SUOT]LAIOSGO XNop JO[NULIOJ ynad UO ‘s}Ie} Sad ap 
IJIN] eB] Y “UshoW D_AdJ InojunIduid | ap xnao e 
yoddez sed % (Q9| Op sInotiodns soidoid xneyideo 

Sop 19 % EZ ap AMaLIOdNs [e}0} NUDADI UN dYyOYye 9]]9 
‘JOJJO UT “Oprjos snd uvyiq un 4d simatisdns snusdAd1 
Sop sYoYJe dIIUWJOp 93399 onb oyUOW UOsIeIedWIOd eT 
“DAdJ WWwIeISO1g Np sped 9] suep sed stew “pogz 
ua Jod un nudjqo jueAe suUdAOU! Ad B] Op xnao 
d0ae UdAOW DA dy INouNIdwid,| ap sioroueuy s}e}9 
sop uosTereduios oun yuowsTe39 ayUasa1d Neo]qQe} 97] 


IWd Sep sjusWIa2.UDUY 3] ANS BYydA9YIa4 ap SWIWIDABOAg 9 


"$007 ‘(OUd) Bpouvg 


np sasisdadua sajiyjad sap juawaoupuy ap auupss01g np anbiuouoza a2uapldul, ] ap ajpuipnjisuo] apni “epeued onbyysyeis 5, 


"€007 “E007 ‘Bppunyd 


np sasjidasjua sauuadou ja sajijad sap Juauaoubuy aT “epeueD oLAsnpuy “AWW Sop JuousoURUY 9] IMs syoIOYDOI op oWMLURIBOIg 2 


‘Oddy CWUIeIZ01g 
he sinodai no sed juvAR UU solqe|quies AI op 


adnois un ,p a][99 aonb agaaq9 snjd % ¢p op jie}9 suB 
anenb op sporied oun ins gq 44 sinoyuniduia sap 
SoMeJJe P SJJIYS np uoNejuowsne | onb gjaao1 v Inb 
epeueg onbysijejs sed sasteol QAdy oWUIeIZ01g 

np onbrwi0u0d9 sdUSpIOUI | op spd ouN,p yeI[NseI 

J] D9AB IPIONUOD UOTJBAIASQO 99399 “% EE Op Said ap 
IndtIadns snudAdI Sap [e}0} UN 39 joI1d ap opueWop 

op yey sed juede .u suudXkoul Ad B] Op Injeo e 

o% OF Op INoLIOdns soMejye Pp sJIyo un ‘auuaAouwl us 
‘ayouse JUO DAdy Sinajyunidurs soy ‘pooz u_ ‘Jo1d ap 
opueulop op yey sed juvde uu suuaA0W Ad | Inod 
aonb dq dq oWWIeIZOIg Ne siMOodaI jURAR Fd S9] Inod 
dINILIOdNs JUSWI9}9U SdJUdA Op 9}TAIOV oUN yUONbIpul 
sa]qruodsip saguuop sa] onb surowl sed ainowiop udu 
[I ‘auyenb ap soauuop ap jnvjap & SddIOPISUOD 919 

nd sed 1U0,U SUOTILLLIT}SO SOUTR}IOD IS OUQJ\I “JOId ap 


gpueulsp oun jij JURAe QUUdAOW AI BP] 19 191d 

op spuvulsp op jes sed yuede .u suUdAOU AW PI 

: ANd 9p soli0d9jeo sone xnop e yusWIOATeIeduUIOO 
uskouwl DA dJ Inounidura | op sioroueuy s}e}9 

Sd] Ins soguuop sonbjenb ayuasaid Z nesjqe} a7] 


4d4 sanainnadwa 
S4d YzIONVNId LNSW3GNIY 


" SODINOSSII SOP IN[9d NO UONLILIGR] eB] Op IN9}99s 
9d] SUBP SoT[90 onb JuSWIdOURUY ne Jopsooe & [eu Op 
Snid JUdIVAR SODIAIOS SP $.1N9}99s So] Sup SasTIdazqUS 
sayyod say onb 9]9A9I WeAe SINSTIQIUL DYOIIYOOI P] 
onbsind ‘apra un s[quiod swiueIdO1g 9] onb onbiput 
SOOIAIOS SOP SLISNPUI | SULP Fd xne sap10s0e 
Jad sjo1d op uorstodoid 93103 eT ‘uoneorgey e] 

OP Ing}09s 9] SUBP JURIAND DA Sinajunidwo xne 
SOP1OIIB 939 JUO (ANZTLA FJ 19 DIQUIOU 9] UOTAS) s}gId 


“SOOZ ‘SO0Z-FO0Z aliiwiap uatubxa, p j4oddpy “epeued np sasudaqua sayned sop yuowsouRUly op stUUIeISOIg “epeueD eLsMpuy : sd1nog 


Odd sigid op c1quiON fim 


% ST % OC % St % Ol 


Dada Seid sap nope, ee] 


% S 
sorjqnd sad1Alag 


SODIAIOS SONY 


XNBVIOOS SOOIAIS 49 
g]uURs ap SUIOS ‘UOnRONpY 


UONLIO] 39 JAT[{IQOUWI 
“a0ueinsse ‘saoueuly 


ainyjnd 39 UOTRULIOJUI 
“SJUDUIOSSILIOAIP ‘SUV 


s]ouUOIsSsajo1d SOdIAINS 


UONLIN}SOI OP SIOIAIOS 
Jo JUNWIOSINqQ9]q 


[I2}9P ap 19 SOIS ap ddIOWIUIOD, 
asesodanua 19 Wodsuely 
uoyonysuod 


uoneougey 


auewtid 39 a]OoTISe 1N9}99¢g 


S00Z-P00Z ‘2tSNpul 1n939a8 9] UOTIS DAdA sjqid sap uonnieday 


p dandy 


C JWd Sep sjUsWa2.UDUY 2] ANS aYy219YyIe4 ap aUIWIDABOAg 


‘9007 ‘S00Z-F002 JanuuD jaoddpy : ppouvnz np sasiadasjua sajijad sap Juamaouvuyf a] ANS 10T “epeued INsnpu] , 


‘$007 ‘(OFdH) 


ppouv, np sasisdaajua sajijad sap Juamaoubuy ap auupssoig np anbiuouoda aauapioul, ] ap ajpuipnjisuo] apnyyq “epeued onbysyeys , 


Sop % 9 JUdUUATNAS ‘aUOD Jeg ‘asesodanud | ap 19 
yodsuey np iajoas np sastida.nua sap & (NITRA PB] 
UOTAS % (QI) SJoid Sap % P| 19 [Ie1Ep Op No so1d op 
JOIOWUIUIOD NP IN9}99s o] SULP AI SOP kB (ANaTeA 
RB] 19 DIQUIOU 9] UCTS) s}o1d sap % OQ] ‘UONeINK\SaI 
OP SIOIAIOS Sdp jd JUDIDSIOQOY,.| Op SLNSNpul | 


sphojde 667 807 A 


% 6b 


sphojdwa 61 eS fy 


SUBP AWd Sep & Sa9p10d9B 939 JUO (ANZ]BA B] UOTAS 
% 17) SJeid Sap % OZ ‘AIJJIYD 99 9 “SBDIAIOS Sop 
Ind}das np sastida.nua sop & saps10doe yUOS buts Ins 
Dd si91d axyenb ‘p oinsy ey] onbiput.; suu0*d 
‘epBULZ) NP SODIAIOS OP SALISNpUI Sa] SuBp jnoyINS 
soslidanua sinoy judj10]dx9 QA qj sunajyunidwis saq 


anaLoas 37 NOS 
23add SYNALNNAdW] S3d NOILILYVdIyY 


“S007 “S002-F00Z alliPiap uaiunxa, p jaoddoy 

‘epeurs np sostidonus sayyed sop jusuIs0URUT] op sUIUURISOIg ‘epeuRD SLNSNpUy : 99IN0S 

sjuepuadapul ~ 
sunay[lenedy 


sakojdua pe | el 


6 + 


S007-P00Z ‘astidaijuUa | ap a]][1e} BV] UOjIS DAY Sinojuniduis sap uoyHsedsy 


sS00Z 19 6661 PNUS S9gIO sjou sIo[duIs OPE €7Z 
UOJIAUS Pp [e10} UN Inod ‘aid red sto;duia 67 UOMMAUS 


JO919 op sluliad juo DA gj oWWIeIZOIg np sjoid say] aonb 
QUUONUSW 939 & [I “We} UY *,OWUIeISOIg Ne SINOdII 

no sed juareae_.u tnb soyqei{quias Ad op seidne nb 
Dd Sinojunidurs say zayo onatadns 1o,duid ,| ap 
QOURSSIOIO DUN gI9AQI B INb “epeuKD onbiysIye}s Jed 
s9asl[eol OA dy owuweIs01g np snbrwuouods souaproul, | 
op ospmje oun JoAndde yudta UONeAIasgo 31190 
‘(QJULAINS UONDOS B] IIOA) SIOTAIAS SP S:1N9d}d9s So] sUBP 


¢ dansiy 


JNOUNS SOAOV SINI] JUdjT0]Ax9 syI nb prey a] susyeu 
‘39 10 ANd Sop syeiouas uoneyndod ey] aonb astidanua 
INI] Op UIaS Ne IO]dWId | op soURSSIOIO opuRIS snyd 
oun JUdssIeuUOd DYd4 Sinajuniduis say anb sipuayus 
OSSIR] VIID ‘sgAo[duid ¢ op suo yUdIe}dUIOD 19-saT]I90 
IP % OX op snyd ‘poQz ua ,nbsind souustpeues AWd 
SOP S[QUIASUD | dP d]]99 op ajUSIOJJIp nod onbyonb 
jSo UOTFENIS 99D “SQOT-POOZT US Sadojdure buts ap 
SUIOW JUSTIA DA] OWIWILISOIg Np sped a] suep 
yo1d un nuajqo juvde sastidonus soyed sap syrenb 
SIO] Sop sold ‘¢ oINSY ev] & IIOA 9] nod UO SWIIOD 


ATUVL ALILAd ID SASINdFINLNA SA0 LNILIONdX3 
3dd SANILNNadW3 S3d LavdNid V'] 


dWd Sep sUsWa2UDUY a] ANS aYyd1aYIa4 ap aWIWIDABOAg 7d 


a eeeeeSSSSSSSSSSSSSsaeee CU 


"SOOT IMAP “P007-6661 2/[!M1ap uauDxa, p j4oddvy : pppuny np sasiade.aua saqyad sap juamaounulf a] ans 107 “epeued ansnpuy , 


; ‘PO0T ‘Sastudasjua 
sauuadoul ja Sajjad sap juauaoupuyf aj ans ajanbug “epeued anbysiers “AW Sap yUSUZ.UBUY 9d] INS sydJoYydaI op dUTLMTBIZOIg :20INOS 


(% 6) O][TeUey e] Op squoUT UN_,p asinboe asudaqua 
(% €1) S[[!wey eB] op orquiou 

sed juvj9,u suuosiod oun, p astnboe astidaxua 
‘(% SL) 0192 9p med ev sguewsp ostidonuq 


(% 69) sue Q] ap snjd 
‘(% 61) sue QO] 19 ¢ eNO 
(% TZ1) Sue ¢ ap suo] 
(% pl) onsury anne 

(% 61) stesuey 
(% L9) stesuy 
(% LE) Sue 79 19 YS OTD 
“(% SE) SUL Gh 19 OP BTUO 
“(% C1) SUB 6 19 OE OU 


(% LE) SOIXTU syeLIeUDLIed Jo souMtUy 
(% €9) SouUIOH 
ANd S23 $93n0], 


‘O19Z op sted yuos (seo onbeys 

suep % ¢/) Fd Sop 9 Odd sinajuniduis sop yednyjd ey] 
onb jUSWIITeS9 JOUUONUSUI & 4Sd |] “Oogand) np soutAoid 

BR] Suep JuouMUONbay snyd gsipyn Jso DA dy OUMWUILISOIY 9] 
‘quusXoul PY B yUOUDANeIedUIOD ‘anb jey 9] Jed onbyjdxa,s 
RIVO ‘sIOJOINOL, “(AW d Sop e]quiasusa | inod »% 6], ve yodde1 
red ‘0% ¢p) souoydoouvy yuos JAdJ SIMdyuNIdu ,p 

9AQ]9 Snyd JUSWA|GeIOpIsUOD os8e]UD0IMOd UN nb J3}0u 

Op JULSSIIDIUT 4S9 |] “AI Soyne say onb uoyses us 
OUdLIOdxXd .p saguUB pp SUTOUT 1a}dUIOD & Jo SouNal snjd ane 
B souRpUd} JUO DAA Sunayundua say “oyquiasud | sue 
‘Jad J oumuuess01g np yustoysusq mb smouaidanus sop 
sonbysugyoeies sane sonbjenb ayuasaid | nevopqe} oT 


‘smayuniduia say sno} yout pI nbstnd 

JAd4 ouuresSo1g np sioaid snd yeniod un ossoip 
yoddel a2 *« [007-6661] sue burs ns gq d4J sled sap 
[e101 aIquiou Np %% Q¢ yUaJUasoidor Ue UN,p suIOW siIndap 
qua\sTx9 Inb aSsexLeWap Ud sostIda.qua soy » nb g[PAgi & 


9s11de.1309 | 
dp uonIsiInbsy 


UONSIS Ud ddUITIIAX | 


a[fouUANJVU onsUeT 


JU J /aWIWOH (% ZTE) SOyXIUT syetIeUazIed 39 souTUTAy 
(% 89) soumoH 


| sanbysii9}9e.1e7 | 


007 ‘CAIN d $9] $99N0} 99 OAdy Sanejunidurs) sinsueida.yus sap 1yoig 


(% L) O][TURy Be] op orquow UN,p osmnboe asudanua 

(% 91) oy[twey e] op orquuow 
sed juei9,u ouuosiod oun,p asinboe osudenua 
“(% SL) 019Z op mmsed e ogueu9p osudenuq 


(% 8S) sue Q] ep snd 
‘(% 0Z) sue OT 19 ¢ aU 
‘(% TZ) sue ¢ op suo 
(% 6) ensue] omne 

(% Ep) sresuey 

(% 8p) siejsuy 
(% IZ) Sue 9 39 ES STUD 
‘(% Ep) SUL 6p 19 OF ONUA 
“(% 9Z) Suk 6E 19 COE SNUG 


DJAda Sangjyunadury 


T neaiqeL 


sWWIeISOIg Np s]]IeJop uswexa _p Woddel Joruap 9] 

yey uq ‘sosuidaqua sajyod sap uotsuedxa | 19 DOURSSIOIO PI 
Iod jusWID0UBUY 9] JOWIOKJ MOAeS & “QA dy ouUUeIBOIg 
NP SJHdo[qo xne SOWLIOJUOD JUOS $}EI[NSAI S99 ‘SIOJaINOT, 
“OSVLILUISP Ud SASLIdaNUS Sop SUTLUOD SOdIOPISUOD JUR}d 
19-Sd][99 Op % TI ‘pOOT JUepsooid soguue burs sap simo9 
NE SOIAIOV SIND] POUSWUIOD JUSTVAK SOISTULIAP S30 op 

0% Q¢ JUSUMAINAS ayjo US ‘ouUIsOId Ne soda sed 
yuo,u inb qq sop ussou! o8v | op UoNedal ey op 
JUIIIYIP JUSWUII|vIOPISUOD 189 199D ‘POOT 19 ZOOT BUS 
QYOICULI J] INS SOQALUe osv.UBUIEp Ud SesUdauS sap 
JUDIE} % OE “OYTYD 29 A] “(HOOT 1° 6661 BUS “p-e-"9) 
soguure saroruap buid sop sinod ne¥ SddIAJOsS Sop NO 
syinpoid sap oIpudA B 9OUdUTTUIOD JUaTeAR INb sosudanus 
sounal op yuatey (% 1S) Dd oweIsOIY ne smosa1 
no yuRke Ad Sep sutow ey] op snjd nod un “poQz us 
epeues onbysyejs sed souow ‘saszidagua sauuadoul 

ja sajyjad sap juauaoupulf aj Ans ajenbuz | seide 


SANNAf SN1d SASIWdaaLN3 $Id LNIW31VYINID 
LN3LI01dX3 DAd4 SUNALNNAdW] S37] 


W4dOdd 


IWd Sep sUsWaIUDUY 9] ANS aYy219YyIe4 BP aUIWIDABOAg 


“S007 “S002-FO0Z P111DI2P UaUDxa, P 
j4oddpy “epeued np sasiuidenus soyyod sop yuowlooueuly op sutUeISO1g ‘epeuRD sLsnpu] ‘pQ0T ‘sastzidauua sauuatou Ja 
sajiyad sap juamaouvuy aj ns ajanbug “epeued onbysyes “qJd Sop JUOWS.URUT 9] INS sYydIOYOOI op OUTUILIZOIg : S90INOG 


anbyuepy | 9p SooulAoig 

s9qend 

OLIe}UQ 

ueMoyo}eyses/egoyurpy/eviog;y 

UOYNA /JNALUNN/ISONO-PION NP SdIIO0JLUI], 


HIN % 9¢ onbruurjig-s1quiojod 


i 

t H 

OAdA % 87 f ; 
i 


© 4 
fa = 
A =| AIWd % 7 ‘ 
‘ - DAdA % 61 i 5 
/ i : 
, | aNd % bli 
‘ DAdA % 8 fi 


| 
; 


ny, 


ed 


= 


~ 


— J 
oe 
—< I 
a AId % I ; 

b Odd % 0 


$007-F007 ‘epeuRD ne 


AWd Sep aquiasua,| & jsoddes sed Qa qy VWWeISOIg NP d1ped o[ SUBP SANdjJUNAdW sap UOQHALdIY 
Z dans 


“p00 “4002-6661 
apjiojap uaupxa, p j4oddby ‘epeurd np sesudanua sayyjed sop juoulsoueuyy ap oururesZo1g ‘epeued stysnpuy : s01n0g 


UOHLSIUUISpUL.p SOpurvulsp sop suuUsAOUW O][IeL, 0) -- sigid sop cuusAouw oj] 12 | —f— 
uONesIuSpUl.p SopueUep Sop 9/10) InNo|eA sjgid soap 9]810} Ans]eBA, == 


vOOC-c£O00T £00C-COOT cOOT- LOOT LOOC-O00T OOOc-6661 
10) 


009 
008 


000 I 


(sie]]Op 9p suor|ru) 
UONLSTUWOPUT Pp SOpuLUIOP Sap 39 s}gid sop o]e}0} INo]eA, 


o0c I 


(sie]]Op) UONRsTUOpUI.p SopueUOp 
sop 39 sjoid sop ouusAOUr NaTeA, 


oor I 


oor 009 I 


007-6661 ‘OAda PFWWeISO1g NP UOHeSIUWIpUI,p SopuvWap Sap 39 S}Q1d Sop ANITBA 39 DIQUION 
J ons 


3IWd Sep sUBWa2UDUY 2] ANS aYy21a4I—4 ap aUIWIDABOAg Z 
eee Gs 


"S007 ‘(OFdH) Vpvuvg 


np sasjddaaua satijad sap juauiaoupuy ap auuns301g np anbiuouosa aouaploul, | ap ajouipnjisuo] apnjy “epeued onbuyysyeis . 


‘9007 “S002-F002 Januuv j4oddoy : pppung np sasiadaaua saad Sap Juaumaazuvul a] ANS 107 “epeued oLsnpuy , 


“SOOT STRUT E 91 19 HOOT [HAR ,.] 9] OUD BpeUeD Np JUOWOWIOANOS Np JoIOUeUY 9d1919X9,| DUSISOP SOOT-hONZ opotlied ey A 


"SOOT [MAR “6007-6661 aii0lap uaupxa, p j4oddoy : ppoun 7 np sastadasjua sajyad sap juawazuvulf a] Ans 107 ‘epeued disnpuy , 


‘(sostiduios uou 

Sa[OOLIse SasLidaNud *% 61) POOT Ud o]eINI UOTSaI 

Ud SIONS Aid ep uoNsododd vy] e inatisdns isa 

XN¥} 92D ‘SOOT Ud [BIN UOISSI Ud Santis JUdTRID QA dA 
SINsUNIGWIS Sop S191} 3] UOMAUT ‘sopoose sostidanus 
XN® S}oId So] JNJOXe [I,Nb prey a] giSpeur ‘epeued 

Np So[eINI SUOISOI Sop d[quIASUd | SUBp adUASaId 

S}IOJF OUN JUSWIOTLSO WIeAR DAA OWIUIeIBOIg 9 


TUN CTT 10e]/ey Gsu dedyd-dyqso/ayis/a1a/eo 03 OT MMM 
“S007 [MAR “6007-6661 21/1012P Uaupxa, p j4oddpy : yppun) np 
sasiidadjua sajyad sap juawuaaupulf a] Ans 107 “epeued oL\snpuy 


‘$ 000 OSZ Jassedop nod ou QA OWWIeISOIg Np oUNIdEI 9] snos 
Inoyunidwd un e syUasUOod JUOsS INb sinod Ud sjoid sop INdyeA BT 
[BWIXeW JUDWID.ULUY Np yULUOA 

“SOSIA SJIJOB SOP 1NOD NP % 06 

Jossedap jnod ou sjoid op dULIOF snos YOJJo JUOWIOOURUY oT 
yuswia.uvUy a] Inod 93da9d9e syde Sap }NOd Np s¥j}U0I.1NOg 


“OWIUWILISOIg NV JUIWII}SISOIUI Pp S}IOIP 

So] (¢ {Sa|QNOUIUUT SUdTG OP NO [ITINJeUN Op UOTJVIOI[OWIL | (Z 
‘SOTQNOUIUUT SUDIQ OP NO S[IIDISO] Op “[oLI9}eU op ‘SdAT}BOO] 
SUOTILIOI[IWE Pp yeYoR | ({ : JOUeUY e ITAJOS JUSATOp S}gid soy 
sgouvuy syoe,p sodAy, 


“SJUBISOI % S| Sop sorqesuodsa1 

quos sinajgid sa] ‘souRyNOs ud sygid so] IMs soy_qisstupe 
soyiad sap %% ¢g adieyo es eB puoid [] ‘onuRres ve] op UONeSsTTeoI 
BR] soude sajqissturpe soyiod so] oseyred JUSWISUIOANOS 9] 
$9j.10d sap osvj1ed op onery 

"SON[OXS JWOS sosndIsI[91 NO 

souRsIvyusig op sostidanua Sa] 39 SoTOOLISe sostidaUd so] 
“QUIWURISOIg Np Ia1oyousg JUoAnoad sie[[Op ap SUOTT{IU ¢ 

sed juossedop ou sojjonuue soyUdA So] JUOp sastidaqUs so] 
Inajuniduld,| ap syITIqIssIuIpV 


pppuns np sasiidasajua sayiyad sap 
juawazuDUYy ap awWiDABO’dg Np Sa4jaUIDADd 


‘(Z aInsy e] MOA) SOOZ-PO0Z 

opoliod ke] JueINp O1IeIUG_ Ua,nb saqonQd ne gagja snjd 
JUSU9[QeISPIsSUOD j1e}9 ssUdoNUS Ied qq sieid ap 
sIquIOU 9] “ISUTY “AId Sop sye19uss uoTye[ndod ey 
suep soatoadsor sjied sing] e sed yuapuodsasi0s ou 
suonodoid say (% 37) ole, 19 (% YE) 9aqand 
9] IIOARS & ‘epeuRD np ssoduTAOId sapuess snd so] 
suep Sonqis JUSTIOS DAdy sinajuniduis sap yrednjd 

RB] aonb udIg “SoJI0j119} Jo sddUTAOId sop d[quIASUA | 
suep sostidajus soyyed xne syuasuod 919 JO DAA 
sjoid Sod *, Adj SUIWIeIZOIg Np s1ped 9] suep 
S9PIOIOV 919 JUO SIL][OP Op pIeI] [IW | op IMeyeA oun,p 
Sigid ZI] TT Pp 1210} un *.¢Q07-P007 9poliod e] Juenq 
"SIOUI ¢°g9 9p 11RI9 

UUSAOUI S9INP LI 19 -([ BANSY ek] MOA) ¢ YOO Z8 OP 
11€19 polled 9909 yuBINp sjoid sap suUDAOW O]]Ie} BT 
‘sjaid 000 99 UOMAUD ,p dsTUIAWUO | Jed sre]]op op 
Splel][iu ps op soid ap yuniduis sed yuousoueUy uN 
stuliod & QA dj oWURIZOIg 9] ‘pOOT 1° 6661 OUT 
‘oIqns oy10d 

9}N0} Op I[QISSIWUpe JULJUOW Np % ¢g Inojo1d uN 

@ OSIOA BpeUe, Np JUSWIOUIOANOS 9] ‘oNsIsoIUS JoId 
UN, Pp JUSISINOQUIdI-UOU Op svd Ud ‘oTedoIUOS UY 
‘sjoid sap UOTeIISIUTUIpe | op So,qesuodsal Issne 

JUOS sInajgid sa] ‘epeued dLysnpuy,p soidne sjoid 
SOP JUIWIDISISOIUI | OP 19 SPUOJ Sop UOTINGINL | op 
aid ap p10908 | ap ‘s}qid xnv SOAT}L[9I SUOTSIO9P So] 
S91n0} ap sayqesuodsal UOs sinojgid say] “epeuRD np 
J[QUIaSUA | SUBP SdIAIOS op sjuIOd 09 PI OP Seid jo 
‘guiurersoid ne Jadionsed ap oinsouwl us yuos nb 
JALId In9joas Np sIndjo1d $YZ | UOIAUS,p Neasgl 

uN d1STX9 I ‘ayJamoe ony] VW ‘(e1ejndod assteo no 
JIPaIo op satjeig9doo0o ‘gnbueq) ora1oueuy UONMNsSUT 
9un,p soidne joid ap ospuevwiop sun ajauINos }1Op 
astidanue oyNW0d sun ‘QUIWUeISOId NP SOULS} SI] UOTIS 
‘sostidanua sayyed sop 

UONVIOISWIL | B 19 UONSTUIOpOU v] B “UoIsUedxa | & 
‘JUOUOSST]qeId,| & JUAIAS S}91d Sa] SoPqissaooe snqd 
spual & 9YoIaYO OAdj oMmMeISO1g aT “yuUNIdUWA 

red yusuIOoURUY UN ITU9}QO B SoIQIUIAap Sad }Iepre 


‘Q00Z ‘S00Z-F00Z Januup j4oddvy : ppouvy np sasisdadua sajijad sap JuawadudUyf 2] ANS 107 “epeueD SLYSNpUy , 


“196 stndap ‘nb (qdd‘q) sasiudayua sajyad xnp sjasd Sa] 
ANS 10T B] & “666 Ua “9pgoons B (DAdAT) VpPULD 
np sasiadadjua Sajjad sap JUaWaIUDUY a] ANS 10T BT 
VQVNVW) Nd SaSsiddaadLNi 
SALIL3d S340 LNAWJIONVNIG 

Id JWWVA9ONd Nd NdusadV 


“souuatpeurs AIWd 

Sop d[qUIDSUd,| OP xNdd doAe 4JURALIEdNe NO FOOT Ud 
‘ppouv,) np sasiadasjua sajyad sap Juawuaauvulf a] ANS 10T &| op 
NUIIA Ud JUoWI.UeUY UN NdeI UO Inb Ad Sep JoWOOURUY, 

OP SOITAT}NB Say 30 [Yoid 9] oredur09 asAyeue ajUdsoId eT 


‘[I@qQ-}IP91o op jo JUDTUDOUeUY op 

$919190S Sa] onb Isure soatyes9dood soy ‘soyeryYy soy ‘xneydoy soy 
*So[099 So] ‘JIRION] Ing sues NO xNKJUSWIOUIOANOS sowsTUeSIO 
SO] SN[DX9 JUOS “SIe[[OP Ip SUOT]IIW OS B INdTIOJUI so [ONUUe 
SOMLIJL .P OJIYO 9] JUOP 19 soAOTAwWd EQYS Op surow juRdWIOS 
(JHeION] Ing &) Sa]eIoJOUIUUOD sUOTIe}LO[Axa Sa] SUULUOD 
Soup JUOS (Fd) sosudanus souudXow 39 saqyed saT 


SNOILINIZIG 


“SANASSIUANOJ SAP [DIDAQUUMLOD J1IPasI 

a] no asisdadjua, p adwjaiAdodd np J1padd ap SJUBUINAISUL SI] 
‘sajjauuosiad SauBspda Sa] AUD ‘SajjaUsoful JuaWaoUDULf 
AP SADANOS Sap D AlANOIJAA ap Sapqudaasns snjd Juawalpsa 
quaiv]a DAd 4 SAnajunadua sa] ‘sjawusof jipasd ap SAUSIUDIBUL 
SA] A4JNQ ‘aljUudADS Ua S]saf{oO suaig sa] Ja Sinbad sjuaunszop 
$a] ausaquod nb ad ua Wd Saajnv say anb jipasd ap apunwuap 
ap adeljoUl Ua SASNaANOs1A Snjd Saquasixa Sap v aov{ Juaivsipf 
QAdA SAnajunadua saj ‘sduiaj awau uq “DA dr] QUUdDABOAT 
nv uoypdiaiyjavd Ana] ap UOsIbA ua Juaualqogold ‘bQQZ ua 
saaanosddp juamaouvuy ap sapunuap SAna] 410A ap SsadubYyI 


ap snd juaivan spi ‘sanaqjio apd ‘sauuaipouvd AW Saino sap 
xnaa PD SAnalsadns Juauayjau xnvjidpo ap sulosag sap Juaivavd 
DAd A SAnajunsdua say Juawaouvuyf aj ausaquod nb ao uq 
‘(-¥) juamaddojaaap-ayrsaYyIad ap SA1AYIV Sap AQUAUL AP 
sajqudaasns snjd Juaipja Ja ADUDSS1OAD D] ANS SAaaxXD asDJUDADP 
JUA1D]9 DA dof AUUDAZOAd Np aspvo a] Subp Saaouvul, FW d $2] 
‘snjd aq ‘Dpouvdy Np Sariadsas ap Saldjsnpul Sa] Subp (asp4sADWUap 
np advja,] 0 a40IUA JUAIDANOA] AS a1QuioU Uo uN Juop) saunal 
snjd sasisdadjua sap juaipjojdxa Dad SAnajunsdua sa] 
‘gjpAauas uodsp{ aq ‘2aqanG@ ND Ja O1ADJUC) Ua SasiAdadjua Sajjad 
ap B Sapsozov aja JUO (% £9) DA de] AUUDABOA NP A4PVI 2] 
supp syuasuod sjasd sap jApdnjd pT *,SAD]JOp ap pAvipjiue | ap 
Anajva aun ANOd ‘J 7dr] AUWDAZOAT Np 2dpDI a] SUP SAaPsOIIVD 
aig juo sje4d 7] [] ap [P101 un ‘CQQZ-FOOT 2polded b] jubAn 


sypyjnsaa xnndiouiid sap a4sIDWIWIOS 


‘sauualpouv? AWd 

Sap a]quiasua, ] Ja SAaIUAAP SAD adJUa JUBWAIUDUY ap SA}AIIV Sa] 
aipduod Ja (« DAd A sAnajunsduia » ‘sa1dv-19) DA dy QUUDABOAT 
Np aspvo aj Supp SAnajunadua xno sasdosd SanbysisajIVAVI Sap 
ndaadp un plusénof “Ad Sap juauaouvduyf a] ANS aYd4YIAA AP 
AUUDABOL Np Saauuop Sa] ANS aspg jsa nb ‘ajayav Juasasd AT 


‘ppouvd,y nv 

ANDIWMOUOIA AIUDSSIOAI D] ABJNUAYS ap ‘1SUID ‘Ja Sasiddadjua Sajyad 
xnD sapsozqov Spd Juaibsas au Juauaanv inb sjaad sap 0 $ad90 
Anap[1au UN ALAfO ANA] AP ‘AAJIOAD D Jd A1]GDIA, S D SasiAdasjua 
sajjaanou saj sapiv, p sfijaalqgo anod p (Dqd4) opouvy np 
sasiAdasua Sajijad Sap JUaUaIUDUL AP AUWIDABOA AT ‘Sasiddadjua 
sajijad Xnv J1Ipadd NP AIUANOY D JUDSIA SAAAIIUDUL SUOIJNJNSUL SA] 
Ja DPDUDD Np JUuaMaUsaANOS a] adjua Jo1aDUuajAvd UN, p JINAf a] 

ISA “666 UA 22049 “(DAd AT) epeuey np sasuidsanus soynjod sop 
juowsouRUY 9] Ins 107] YT ‘al4dosddb ja juvsiff{ns Juawaouvuil 

un b sazav,] Aod asspd aYIADUL A] ANS ANd SAP FiSsnad VT 
‘Q1IWOUOIA, ] SUDP BIUDSSI1OAI DI Ja ajlayjanposd v1 ‘s10jdua, p 
UOIJDAAI VD] JUaJUaULLD SazJa (Wd) Sasiadadjua sauuadou 

Ja Sajjad Sap Juos Dpouvny nv sasiddadjua sap apldoloul DT 


DPHUD) aAysNpU] ‘aWIsIuNOY Np 4a asiudaajua ayyad HD] ap ajp4guaBb uoiyda11q 


uoyBuraupy suisiyy 


Dppund) np sasudaajusa saojlyjad sap juowaouDUly 
op swuUDABOig NP supp) 3] suDp sunayunaduy 


IWd Sep juswa.UuDUYy 


3] ANS BYd19YII4 Bp suIWIDAHONd 


6007 42911094 


SASIUdaaLNA SALILad SAC 


JUDMIVIUCULT op STTOIdg 


epeuey jo 
JUSLWILUAA04 


epeuey np 
JUSLUSUJ8ANO4 


i+l 


le Government Gouvernement 
of Canada du Canada 


SMALL BUSINESS 


Financing Profiles 


SME Financing Data Initiative 


HIGHLIGHTS 


e In 2004, innovative SMEs (firms that allocate more 
than 20 percent of their investment expenditures 
on research and development (R&D)) represented 
4.2 percent of SMEs in Canada. 


In 2004, 34.5 percent of innovative SMEs sought 
external financing compared with 23.2 percent 
of non-innovative SMEs in Canada. Of those 
innovative SMEs, 54.2 percent were approved 
for financing compared with 83.0 percent of non- 
innovative SMEs. 


Innovative SMEs were more likely to approach 
chartered banks for debt financing. 

e Innovative SMEs were three times more likely 
to request equity financing from a venture capital 
firm. 

Only 4.9 percent of innovative SMEs requested 
equity financing; however, they represented 
44.3 percent of the total financing received. 
Most of the equity financing received was raised 
from venture capitalists, friends and relatives. 
Innovative SMEs were about six times more likely 
to use the debt financing requested for R&D. 
Innovative SMEs paid higher interest rates than 
non-innovative SMEs. 

Innovative SMEs had fewer employees than non- 
innovative SMEs. 

In 2004, 10.8 percent of innovative SMEs operated 
in the wholesale/retail industry, 22.6 percent in 
professional services and 18.0 percent in knowledge- 
based industries. 

Ontario had the highest share of innovative SMEs 
(49.5 percent), followed by Quebec (24.1 percent). 
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INTRODUCTION 


Innovation is crucial for maintaining firm 
competitiveness and increasing standards of living. 
Financing innovation can be difficult as innovative 
activities and assets are usually intangible, thereby 
making the assessment of their monetary values 
difficult. In addition, innovative firms are usually 
considered more risky as their chances of success 
are more difficult to assess. This report describes 
financing activities of innovative small and medium- 
sized enterprises (SMEs) in Canada and provides 

a comparison with non-innovative SMEs. In this 
analysis, research and development (R&D) intensity 
is used as a measure of innovation. SMEs that 

spend more than 20 percent of their total investment 
expenditures on R&D are defined as innovative 
firms; those that spend 20 percent or less of their total 
investment expenditures on R&D are defined as non- 
innovative SMEs. There exists a substantial body 

of research that addresses the topic of innovation; 
however, there is little research on financing 
innovative SMEs. Thus, studying financing of 
innovative SMEs will provide valuable information 
on experiences, instruments used and financing 
conditions. 


This report uses the comprehensive database of the 
SME Financing Data Initiative Survey on Financing 
of Small and Medium Enterprises. This survey was 
launched in 2000 by Statistics Canada in partnership 
with Industry Canada and Finance Canada and is 
conducted every three years. It measures the demand 
for and sources of financing of Canadian SMEs, 


including data on the application process, firm profiles 
and demographic characteristics of SME ownership. 
This report is based on the 2004 survey results and 
tries to address the following research questions: 


e Are the financing activities and experiences 
of innovative SMEs in accessing financing 
different from those of non-innovative SMEs? 


Do innovative SMEs face different financing 
terms and conditions than non-innovative 
SMEs seeking financing? 

What are the substantial obstacles to accessing 
financing faced by innovative SMEs? 


DATA 


In Canada, SMEs are defined as enterprises with 
fewer than 500 employees and less than $50 million in 
annual revenues. The cross-sectional data used in this 
report are taken from Statistics Canada’s Survey on 
Financing of Small and Medium Enterprises, 2004. 


The starting point for defining the target population for 
the survey of SMEs was to include all enterprises that 
were on the Statistics Canada Business Register (BR) 
Universe File dated August 2004. The BR contains the 
universe of enterprises in Canada. Once the Universe 
File was created, some enterprises were removed 
based on auxiliary information that was available from 
the BR. The following enterprises were excluded from 
the population: 


Enterprises with 500 or more employees 


Enterprises with more than $50 million in 
gross revenue 


Enterprises coded as being non-profit 
(e.g. schools, hospitals, charities) 


Co-operatives 
Joint ventures 
Municipal/federal government 


Other industries for which financing is not 
of interest (see the Appendix for a list of 
all industries excluded, based on the North 
American Industry Classification System) 


Other exclusions, such as subsidiaries, could not be 
identified based on the sampling frame information. 
Such companies were screened out at the collection 
phase. The final sampling frame contained 1 939 780 
enterprises. After adjusting the initial sample weights 
to account for refusals, non-responses and those 
enterprises that could not be contacted, the total target 
population count was | 357 348 enterprises. 


The Survey on Financing of Small and Medium 
Enterprises, 2004, was conducted between September 
2004 and March 2005. There were 13 042 SMEs that 
responded. Statistics Canada considered this sample 
size to be large enough to reflect the whole universe of 
SMEs in Canada. The survey distinguishes innovative 
firms (those that spend more than 20 percent of their 
total investment expenditures on R&D) and compares 
their activities and experiences in accessing financing 
with those of non-innovative SMEs. It also questions 
firms on whether their financing is intended to support 
growth. Table | presents the population of innovative 
and non-innovative SMEs. 


Table 1 
Population of innovative and non-innovative SMEs 


Innovative 
SMEs 57 009 4.2 425 


Non- 
innovative 
SMEs 


Unweighted 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing 
of Small and Medium Enterprises, 2004. 


The unweighted sample consists of 13 042 observations. 
Excluding non-responses, there were 8112 respondents 
remaining: 425 innovative SMEs and 7687 non- 
innovative SMEs. The weighted sample consists of 1 
357 348 observations: 57 009 innovative SMEs and 1 
300 339 non-innovative SMEs. The weighted sample is 
used in this report as it reflects the whole economy. 


Table 2 illustrates the differences in characteristics 
between innovative and non-innovative SMEs. 
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Table 2 


Profile of innovative and non-innovative SMEs 


Innovative SMEs 
51.9 percent under 40 years 


54.9 percent more than 10 years 


67.8 percent majority-owned by men 
_ 16.5 percent equal partnerships 


15.7 percent majority-owned by women 


1—2 years old: 22.9 percent started during 


2002-2004 


3-6 years old: 25.1 percent started during 


1999-2001 


7 yearst+: 52.0 percent started prior to 1999 


21.4 percent exporters 


41.2 percent of revenues generated from 
exports 


Characteristics 
Age of majority owner 


Managerial experience of majority 
owner 


Year firm starting selling goods 
and services 


Export activity 


Non-Innovative SMEs 
53.3 percent under 40 years 


69.9 percent more than 10 years 


63.3 percent majority-owned by men 
20.5 percent equal partnerships 


16.2 percent majority-owned by women 


1—2 years old: 10.7 percent started during 
2002-2004 


3-6 years old: 18.8 percent started during 
1999-2001 


7 yearst: 70.5 percent started prior to 1999 


7.7 percent exporters 


31.9 percent of revenues generated from 
exports 


72.7 percent intended to expand business Growth intention 37.6 percent intended to expand business 


2.9 percent agriculture/primary 

5.0 percent manufacturing 

10.8 percent wholesale/retail 

22.6 percent professional services 

18.0 percent knowledge-based industries 
5.2 percent tourism 

35.6 percent other industries 


2.6 percent Atlantic provinces 
(7.3 percent) 


24.1 percent Quebec (23.6 percent) 
49.5 percent Ontario (38.8 percent) 
11.6 percent Prairies (16.8 percent) 


12.0 percent British Columbia 

(13.1 percent) 

0.2 percent Territories (0.4 percent) 
65.1 percent zero full-time-equivalent 
employees 

34.8 percent fewer than 100 full-time- 
equivalent employees 


0.2 percent 100-499 full-time-equivalent 
employees 


Industry 


Region 
(share of population in parentheses) 


Number of full-time-equivalent 
employees* 


*Full-time-equivalent employees = Number of full-time employees + (Number of part-time employees X 0.5). 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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10.1 percent agriculture/primary 

4.8 percent manufacturing 

15.2 percent wholesale/retail 

11.0 percent professional services 

5.5 percent knowledge-based industries 
8.3 percent tourism 


45.1 percent other industries 


6.1 percent Atlantic provinces 
(7.3 percent) 


20.0 percent Quebec (23.6 percent) 
36.3 percent Ontario (38.8 percent) 
21.7 percent Prairies (16.8 percent) 


15.7 percent British Columbia 

(13.1 percent) 

0.2 percent Territories (0.4 percent) 
48.2 percent zero full-time-equivalent 
employees 

51.5 percent fewer than 100 full-time- 
equivalent employees 


0.3 percent 100-499 full-time-equivalent 
employees 


RESULTS AND ANALYSIS 


This section presents findings on the financing 
activities and experiences of innovative and non- 
innovative SMEs. Part A focuses on accessing 
financing, Part B looks at financing terms and 
conditions for SMEs and Part C describes the 
obstacles faced by SMEs in accessing financing. 


A. Accessing Financing 


Innovative SMEs were more likely to seek external 
financing 


Innovative SMEs have greater financing needs than non- 
innovative SMEs. As shown in Figure 1, innovative 
SMEs were more likely than non-innovative SMEs to 
seek external financing with 34.5 percent of innovative 
SMEs seeking external financing compared with only 
23.2 percent of non-innovative SMEs. 


Figure 1 
Percentage of SMEs that sought external financing 


40 Sa 


35 
30 


25 


Innovative SMEs Non-innovative SMEs 


Source: SME Financing Data Initiative, Statistics Canada, 
Survey on Financing of Small and Medium Enterprises, 2004. 


Innovative SMEs were more likely to request 
debt financing 


Figure 2 


Type of financing 


35 oo 


30 


Ws) 


Debt 
financing 


Leases Grant, 
subsidy or 
non-repayable 


contribution 


| Innovative SMEs ee Non-innovative SMEs 


Source: SME Financing Data Initiative, Statistics Canada, 
Survey on Financing of Small and Medium Enterprises, 2004. 


Equity 
financing 


Among all types of external financing, as shown in 
Figure 2, innovative SMEs, like non-innovative SMEs, 
financed their investments through debt more than 

any other financial instrument with 30.8 percent of 
innovative SMEs requesting debt financing compared 
with 18.0 percent of non-innovative SMEs. 


It is worth noting that innovative SMEs were also 
using other financial instruments to a greater extent 
than non-innovative SMEs. Innovative SMEs were 
about four times more likely to request equity 
financing than non-innovative SMEs at 4.9 percent 
and 1.1 percent respectively. Equity financing 
encompasses money from friends or relatives of the 
business owner, employees of the business, business 
angels, venture capital firms, and Crown corporations 
or government institutions. Among those innovative 
SMEs that sought equity financing, 25.8 percent 
were Start-ups! and 65.1 percent had no full-time 
employees. 


' A firm age of between zero and one year is defined as a start-up; a firm age of more than one year is defined as a non-start-up. 
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There might be two main reasons why more 
innovative SMEs sought equity financing. 

First, innovative SMEs tend to be younger than 
non-innovative SMEs as there were more start- 
ups among innovative SMEs than non-innovative 
SMEs (22.1 percent versus 15.2 percent). In the 
beginning, a firm is unlikely to have sufficient 
collateral and uncertain prospects to generate the 
income required to pay back the loan. Start-ups 
among innovative SMEs had higher request rates 
(84.6 percent) for debt financing than their non- 
innovative counterparts (77.9 percent). However, 
start-ups among innovative SMEs also had lower 
approval rates (62.5 percent) for debt financing than 
their non-innovative counterparts (70.6 percent). 
The second reason more innovative SMEs sought 
equity financing might be that financial institutions 
are unwilling to lend to innovative SMEs because 
they represent a higher risk than non-innovative 
SMEs, so innovative SMEs have to find other ways 
to finance their business. 


Figure 3 


Authorized and unauthorized debt financing request* 


Withdrawal of application 


Application still under review 


Request was turned down 


Credit was authorized 


S| Innovative SMEs 


*The estimates related to reasons why no amount was authorized for innovative SMEs have a high coefficient of variation and margin of error. 
Therefore, the estimates may be unreliable. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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Innovative SMEs were more likely to be turned down 
by credit suppliers 


As mentioned earlier, innovative SMEs were more 
likely to request debt financing; however, they were 
less successful in obtaining loans than non-innovative 
SMEs. As shown in Figure 3, only 54.2 percent 

of innovative SMEs that requested debt financing 
received authorization for the credit compared with 
83.0 percent of non-innovative SMEs. Innovative 
SMEs were about twice as likely to be turned down by 
credit suppliers as non-innovative SMEs (24.5 percent 
versus 11.8 percent). Moreover, innovative SMEs 
were about six times more likely to have their loan 
application still under review at the time the survey 
was conducted. These findings are consistent with the 
view that financial institutions consider innovative 
SMEs more risky than non-innovative SMEs. Higher 
turndown rates and applications still under review 
suggest that financing requests from innovative firms 
may be more difficult to assess and result in lower 
approval rates. 


50 60 70 80 90 ~—-:100 


Percent 


Ee Non-innovative SMEs 


There were more discouraged borrowers among 
innovative SMEs 


As shown in Figure 4, more innovative SMEs were 
discouraged (5.3 percent) than non-innovative SMEs 


Figure 4 
Rate of discouraged borrowers* 


190 


NOS ES ea eae J eo, Ne) ee) 


Innovative SMEs Non-innovative SMEs 


*Kon,Y. and D.J. Storey, 2003. “A Theory of Discouraged Borrowers.” 
Small Business Economics, Vol. 21, No. 1, 37-49. The authors define 
discouraged borrowers as good firms requiring financing that choose not 
to apply to credit suppliers because they feel their application will be 
rejected. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


Figure 5 
Type of financial institution approached 


Chartered banks 


Credit unions or Caisses populaires 


Crown corporations or government institutions 


Credit card companies 


All other credit suppliers 


ese Innovative SMEs 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


(3.9 percent). Discouraged borrowers are those firms 
that are worthy of receiving financing, but decide not 
to apply because they think they will be turned down. 
The higher rate of discouraged borrowers among 
innovative SMEs may be due to the fact that some 
innovative SMEs hear that similar firms have had 
difficulty obtaining financing (i.e. some innovative 
SMEs had much lower loan approval rates than non- 
innovative SMEs), so they refrain from applying for 
financing. 


Innovative SMEs tended to rely mostly on chartered 
banks for debt financing 


Close to 80 percent of innovative SMEs approached 
chartered banks to request new or additional credit 
compared with approximately 60 percent of non- 
innovative SMEs (Figure 5). As a result, fewer 
innovative SMEs approached credit unions or Caisses 
populaires for new or additional credit than non- 
innovative SMEs (15.1 percent versus 24.0 percent). 
Results also show that more innovative SMEs chose 


50 60 70 80 90 


Percent 


| Non-innovative SMEs 
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the transactional approach and fewer the relational 
approach to obtain financing than non-innovative 
SMEs.” 


Figure 6 
Debt approval rate 
100 %) 


Chartered banks Credit unions or Caisses populaires 


fag Innovative SMEs eS Non-innovative SMEs 


Source: SME Financing Data Initiative, Statistics Canada, 
Survey on Financing of Small and Medium Enterprises, 2004. 


Figure 7 
Type of loan requested 


Demand or short-term loan 


Term loan 


of current lines of credit 
New credit card 


Increase in the credit limit 
of current credit cards 


Innovative SMEs were less likely to be approved for 
debt financing by credit unions or Caisses populaires 
than chartered banks 


As mentioned earlier, innovative SMEs were less 
successful in obtaining loans than non-innovative 
SMEs. Moreover, Figure 6 indicates that credit unions 
or Caisses populaires were less likely to approve 

debt requested by innovative SMEs than chartered 
banks (33.3 percent versus 56.8 percent). It is worth 
noting that the approval rates did not differ much 
between chartered banks and credit unions or Caisses 
populaires for non-innovative SMEs at 81.3 percent 
and 83.3 percent respectively. 


A new line of credit was the most popular credit 
instrument among innovative SMEs 


As shown in Figure 7, more than 60 percent of 
innovative SMEs requested a new line of credit 

from credit suppliers compared with 32.9 percent of 
non-innovative SMEs. A similar proportion of non- 
innovative SMEs requested a term loan (33.3 percent). 
Innovative SMEs, on the other hand, were about 


30 40 50 60 
Percent 


a Innovative SMEs [eg Non-innovative SMEs 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


2 Financial institutions have two ways in which they manage their activities related to SMEs: the transactional approach, which 
favours the use of technology and is preferred by large financial institutions, and the relational approach, which leaves more room 

for judgment on the part of account managers and is often used in smaller lending institutions (Berger, A. and G.G. Udell, 2005. A 
More Complete Conceptual Framework for Financing of Small and Medium Enterprises. World Bank Policy Research Working Paper 


3795). 
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1.5 times less likely to request term loans, 4.7 times less 
likely to request mortgage loans and 1.3 times less likely 
to request an increase in the credit limit of current lines of 
credit than non-innovative SMEs. 


Close to 80 percent of innovative SMEs intended 
to use the financing requested for working and 
operating capital 


Figure 8 indicates that 78.9 percent of innovative 
SMEs intended to use the financing requested 

for working and operating capital compared with 
54.6 percent of non-innovative SMEs. A similar 
proportion of non-innovative SMEs intended 

to use the financing requested for fixed assets 
(50.3 percent). It is worth noting that innovative 
SMEs were about six times more likely to use the 
financing requested for research and development 
than non-innovative SMEs (16.6 percent versus 
2.8 percent). 


Equity financing accounted for the highest share of 
the total financing authorized for innovative SMEs 


Innovative SMEs received higher average amounts of 
lease and equity financing but lower average amounts 
of debt financing than non-innovative SMEs (Table 3). 
It is worth noting that for each financing instrument, 
the median amount was much lower than the average 
amount. This indicates that a small number of firms 
received large amounts of financing (see the maximum 
amount received by innovative and non-innovative 
SMEs for each type of financing instrument), which 
brings the average up. For example, the median 
amount of debt financing authorized for innovative 
SMEs was $20 000, indicating that 50 percent of 
innovative SMEs received less than $20 000 and 

50 percent of innovative SMEs received more than 


Table 3 
Amount of financing authorized 


Innovative SMEs 


Figure 8 
Purpose of debt financing 


100 
90 
80 
70 
60 
50 
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Fixed Working and Research and Debt 


assets operating capital development consolidation 


Ea Innovative SMEs EA Non-innovative SMEs 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


$20 000, whereas the average amount of debt 
financing authorized for innovative SMEs was 

$51 181. The average amount of equity financing 
authorized for innovative SMEs did not differ much 
from that authorized for non-innovative SMEs 

($466 315 versus $447 183); however, the median 
amount of equity financing for innovative SMEs was 
only about one third of the median for non-innovative 
SMEs. This finding could, a priori, be somewhat 
surprising given, as noted previously, that innovative 
SMEs use other financing instruments to a greater 
extent than non-innovative SMEs. However, the lower 
amount of equity raised can be explained by the fact 
that there are more start-ups among innovative SMEs, 
and they rely more on love money from friends and 
relatives for their financing needs. 


Non-Innovative SMEs 


hes Average ($) | Median ($) Maximum ($) | Average ($) Median ($) Maximum ($) 
|Debt | 51181 20 000 2 500 000 153 222 45 000 9.000 000 
119 872 52 000 600 000 66 381 40 000 1 900 000 


466 315 40 000 5 000 000 447 183 


120 000 6 000 000 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


SME Financing Data Initiative 


As illustrated in Figure 9, debt financing accounted 
for the highest share of the total financing authorized 
for non-innovative SMEs, but equity financing 
accounted for the highest share for innovative SMEs. 
Lease financing accounted for 22.8 percent of the 
total financing authorized for innovative SMEs 
compared with 8.0 percent for non-innovative SMEs. 


Figure 9 


Share of authorized financing 
(%) 
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Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


Figure 10 
Type of financier approached for equity financing* 


Venture capital firm 

Angel investor 

Friend or relative 

Crown corporation or government institution 
Employee 


Other 


[ee Innovative SMEs 


*The estimates related to type of financiers approached by innovative SMEs 


Therefore, the estimates may be unreliable. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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Although the average amount of equity financing 
received by innovative and non-innovative SMEs 

did not differ much ($466 315 versus $447 183), the 
amount of equity financing received by innovative 
SMEs represented 44.3 percent of the total financing 
received, whereas the amount of equity financing 
received by non-innovative SMEs represented only 
8.7 percent of the total financing received. This 
indicates that innovative SMEs are more dependent on 
equity financing than non-innovative SMEs. 


Innovative SMEs were three times more likely to 
request equity financing from a venture capital firm 


Figure 10 shows that innovative SMEs tended to 
approach business angels and friends/relatives to 
request equity financing. They were three times more 
likely to approach a venture capital firm than non- 
innovative SMEs. Typically, innovative SMEs have 
few physical assets, often base their strategic plans 

on new technologies and have higher than average 
business risks. Because of these high risks, it is 
difficult for innovative SMEs to access debt financing. 
Venture capital firms, on the other hand, finance high- 
risk firms in which traditional financial institutions are 
unwilling to invest. Although venture capital involves 
a time horizon of many years and many failures, the 


30 40 


Percent 


ee Non-innovative SMEs 


have a high coefficient of variation and margin of error. 


potential returns on a winning venture portfolio are 
very high. Moreover, there are more start-ups among 
innovative SMEs than non-innovative SMEs and 
Canada’s venture capital firms emphasize early-stage 
financing.’ The amount of financing provided by 
angel investors and venture capital firms represented 
90 percent of the total equity financing received by 
innovative SMEs compared with only 42.3 percent 
received by non-innovative SMEs. 


B. Financing Terms and Conditions 


Financing terms and conditions for innovative 
SMEs reflect their high-risk profile: loan terms were 
shorter and interest rates were higher 


Table 4 shows the average interest rate and the 
average length of the term of authorized credit that 
Canadian SMEs had in 2004. Innovative SMEs 
paid higher interest rates for short-term loans, term 
loans, new lines of credit and increases in the credit 
limit of current lines of credit. For term loans, 
innovative SMEs had slightly higher interest rates 
for shorter terms (46 months versus 62 months). 

A better comparison can be made by adjusting the 
length of the loan terms to the same period, for 
example, to 60 months. This adjustment shows that 
the interest rate paid by innovative SMEs was 

0.5 percentage points higher than that paid by non- 
innovative SMEs (6.8 percent versus 6.3 percent). 


Table 4 
Lending terms 


SMEs SMEs 


Average length of term 
(months) 


Average length of term 
(months) 


Mortgage loan 
Average interest rate 


Average length of term 
te) IDs 


foes ise” sa 
[Avergeimenstae Bo 
[Average interestrate [x= 


Note: “x” indicates estimates suppressed to meet confidentiality requirements of 
the Statistics Act or for low data quality reasons. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004. 


* According to figures from Thomson Reuters 2008, total venture capital investment in Canada was $1.69 billion in 2004 and more 
than 50 percent of the total was placed as early-stage investment ($881 million). 
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Figure 11 Figure 11, 31.1 percent of innovative SMEs were 
Type of collateral requested requested to provide business assets as collateral 

to obtain financing compared with 42.3 percent of 
non-innovative SMEs. Similarly, 33.1 percent of 
innovative SMEs were asked to provide personal 
assets compared with 42.6 percent of non-innovative 
SMEs. These findings could reflect the fact that 
innovative SMEs often lack collateral that can be used 
to secure bank loans. Since financing assets pledged 
as collateral is less risky, innovative SMEs have more 
difficulties in obtaining financing. 


Over 50 percent of innovative SMEs were asked 
to provide business financial statements or formal 
applications for credit applications 


Business assets Personal assets Co-signing ; : 
Hei NS A business financial statement was the most 


al Innovative SMEs Non-innovative SMEs frequently requested document for a credit 
Source: SME Financing Data Initiative, Statistics Canada, application. As Figure 12 shows, 55.9 percent 
Survey on Financing of Small and Medium Enterprises, 2004. of innovative SMEs were requested to provide a 
business financial statement for credit applications 
compared with 61.8 percent of non-innovative 
SMEs. Formal applications were also a common 
document requested by lenders, with 56.0 percent 


Fewer innovative SMEs were requested to offer 
collateral or to meet co-signing requirements as a 
condition of obtaining financing 


Fewer innovative SMEs were requested by credit of innovative SMEs requested to provide a formal 
suppliers to provide business or personal assets application for credit compared with 52.9 percent of 
as collateral to obtain financing. As shown in non-innovative SMEs. 


Figure 12 
Documentation required as part of the application process 


Cash flow projection 

Appraisals of assets to be financed 
Personal financial statement 
Business plan 

Business financial statement 
Formal application for financing 
No documentation required 

All other documentation 


30 40 50 60 
Percent 


| Innovative SMEs ES Non-innovative SMEs 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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C. Obstacles Faced by SMEs in Accessing 
Financing 


The main obstacles faced by non-innovative SMEs 

in accessing financing were insufficient income, sales 
or cash flow (32.2 percent), insufficient collateral 
security (16.2 percent) and poor credit experience or 
history (10.9 percent). Estimates related to obstacles 
faced by innovative SMEs were suppressed to meet 
Statistics Canada confidentiality requirements. It was 
not possible, therefore, to compare the obstacles faced 
by innovative and non-innovative SMEs in accessing 
financing. 


SUMMARY AND CONCLUSIONS 


Innovation has been recognized as an essential 
component of the economic growth process. There 

is much research on the various underlying aspects 

of innovation, but there is little on its financing, 

even though it is recognized as a key determinant. 

It is generally accepted that it is more difficult for 
innovative SMEs to access financing, but such claims 
are usually not substantiated. Using data from the - 
SME Financing Data Initiative Survey on Financing 
of Small and Medium Enterprises, 2004, this report 
has profiled innovative SMEs along a range of 
characteristics and examined whether they differ from 
non-innovative SMEs in terms of access to financing, 
financing terms and conditions, and obstacles faced in 
accessing financing. 


The findings of this case study have shown that 
innovative SMEs, which account for 4.2 percent of 
SMEs in Canada, have different financing activities 
and experiences than non-innovative SMEs. 
Innovative SMEs had greater financing needs than 
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APPENDIX 


North American Industry Classification System (NAICS)* two-digit and NAICS 
four-digit codes excluded from the SME population in the survey 


NAICS 
Code Description 


DD 
52 
5D 
61 

l 


* The North American Industry Classification System (NAICS) is a two- through six-digit hierarchical classification code 
system offering five levels of detail. The first two digits designate the economics sector, the third the subsector, the fourth 
the industry group, the fifth the NAICS industry and the sixth the national industry. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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SME FinancinG Data INITIATIVE 


Small Business Financing Profiles is an ongoing 
series of articles on specific segments of the 
marketplace and a component of Industry Canada’s 
reporting efforts on SME financing. 


Consistent with recommendations in 1999 from the 
Task Force on the Future of the Canadian Financial 
Services Sector, the SME Financing Data Initiative 

is a comprehensive data collection program on SME 
financing in Canada. In partnership with Statistics 
Canada and Finance Canada, Industry Canada reports 
on the supply of, and demand for, small and medium- 
sized business financing to provide a complete 
picture of SME financing. 


As part of the initiative, Statistics Canada administers 
a series of national surveys on small and medium- 
sized enterprises (Survey on Financing of Small and 
Medium Enterprises) and financial providers (Survey 
of Suppliers of Business Financing). Industry Canada 
supplements these surveys with additional research 
into niche areas of SME financing. 


For further information on the SME Financing 
Data Initiative and access to statistical findings and 
reports, visit www.sme-fdi.gc.ca. For information 
regarding the methodology of the Survey on 
Financing of Small and Medium Enterprises, visit 
Statistics Canada’s website at www.statcan.ca. 


For further information on this article, email 


info@smefdi-prfpme.gc.ca. 
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Majority female-owned small and medium-sized 
enterprises (SMEs) (i.e., 51 to 100 percent of 

the ownership of the business is held by women) 
constituted 16 percent of SMEs in Canada in 2007. 


On average, female business owners were younger 
and reported fewer years of management or ownership 
experience compared with male business owners. 


Majority female-owned firms were more likely to 
operate in the tourism industry than majority male- 
owned firms. 


Revenues earned by majority female-owned firms 
were still significantly less than revenues earned 
by majority male-owned firms in 2004 and 2007; 
however, before-tax net incomes generated by 
majority female-owned firms were comparable to 


net incomes generated by majority male-owned firms. 


In 2007, majority female-owned firms were just as 
likely as majority male-owned firms to seek external 
financing (17 percent request rate), in contrast to 
2004 when majority male-owned firms were more 
likely to seek financing than majority female-owned 
firms (24 percent versus 15 percent respectively). 


Most majority female-owned firms that sought 
financing in 2007 were successful in acquiring at 
least some form of external financing; however, 
majority female-owned firms were less likely to be 
approved for short-term debt financing, such as lines 
of credit and credit cards, than majority male-owned 
firms (77 percent versus 94 percent respectively). 


e There was little evidence of disparity with regards 


to interest rates or requests for collateral among 
majority female-owned and majority male-owned 
firms that were successful in obtaining financing. 
On the other hand, among SMEs that were denied 
debt financing, majority female-owned firms were 
significantly more likely to be turned down due 

to a poor credit history or insufficient collateral than 
majority male-owned firms. 


Among SMEs that intended to expand the size 

and scope of their businesses within two years 

(i.e., declared growth intentions), majority female- 
owned firms were more likely to require external 
financing to fund their expansion plans than 
majority male-owned firms. Interestingly, majority 
female-owned firms were more likely to consider 
sharing equity in the business to fund their expansion 
plans than majority male-owned firms. 

In 2007, majority female-owned firms were more 
likely to declare growth intentions than majority 
male-owned firms. 

From 2004 to 2008, firms that declared growth 
intentions exhibited noticeably stronger growth in 
total revenue and full-time equivalents (employees) 
than firms that did not declare growth intentions 
regardless of owner gender. 


INTRODUCTION 


Women entrepreneurs are an important part of the 
small and medium-sized enterprise (SME) landscape 
in Canada. Fostering entrepreneurial activity among 
women, therefore, will have a significant impact on 
wealth and job creation across the country. Access to 
financing is an essential ingredient to achieve growth 
for almost all entrepreneurs. However, there is concern 
among some researchers that female business owners 
have less access to financing — or receive financing 
under less favourable loan conditions — than male 
business owners due to a number of factors, including 
smaller business size, a lack of managerial experience 
and a weaker credit history or lack thereof. At the same 
time, there is a considerable volume of literature 
suggesting that no disparity exists in access to financing 
among female and male business owners. 


Using the most comprehensive database on SME 
financing available through the SME Financing Data 
Initiative (SME FDI), this report outlines the business 
characteristics and recent financing activities of 
majority female-owned SMEs (i.e., 51 to 100 percent 
of the ownership of the business is held by women). 
Hereafter, “female business owners” refers to owners 
of majority female-owned SMEs only. Based primarily 
on the 2004 and 2007 results of the Survey on Financing 
of Small and Medium Enterprises, the two most recent 
years available, this report attempts to address the 
following questions: 

© How do the characteristics of majority female- 


owned SMEs differ from those of majority 
male-owned SMEs? 

e How do the experiences of female business 
owners differ from those of male business 
owners when seeking financing? 

e Do majority female-owned SMEs exhibit 
different growth patterns than majority male- 
owned SMEs? 

e What are the substantial obstacles to accessing 
financing faced by female business owners? 


' Source: Statistics Canada, CANSIM, Table 282-0012. 


SME Financing Data 


For the purposes of this report, small and medium-sized 
enterprises are defined as enterprises with fewer than 
500 employees and less than $50 million in annual 
revenues. The SME population excludes non-profit 
and government organizations, schools, hospitals, 
subsidiaries, co-operatives, and financing and 
leasing companies. 


The financing data used in this analysis originate from 
the SME Financing Data Initiative (SME FDI) Survey on 
Financing of Small and Medium Enterprises. This survey 
is intended to study the demand for, and sources of, SME 
financing. The resulting database includes information 
on the application process, firm profiles and demographic 
characteristics of SME ownership. For more information 
on this survey, visit the SME FDI website 


(www.sme-fdi.gc.ca). 


Although this report focuses on SMEs that are majority 
female-owned or majority male-owned, about one fifth of 
the SMEs surveyed were identified as being jointly owned 
(i.e., 50-50 split ownership between the two genders). As it 
is impossible to ascertain any disproportionate authority or 
responsibility among the owners, if present, jointly owned 
SMEs have been mostly excluded from this analysis. 


BUSINESS CHARACTERISTICS OF FEMALE 
BUSINESS OWNERS 


Female business owners were typically younger 
and had less management or ownership 
experience than male business owners 

After a sustained period of strong growth, the number 
of women entering self-employment has stabilized 
over the past decade. From 1999 to 2009, the number 
of self-employed women grew by 13 percent compared 
with 10 percent for men.! 


In 2007, just over 260 000 firms were majority female- 
owned, constituting 16 percent of Canada’s SMEs 
(Figure 1). Almost half of all SMEs in Canada had at 
least one female owner. Overall, gender distribution 
of SME ownership changed little between 2001 and 2007. 


The age profile of female business owners has changed 
considerably as the percentage of those under 40 years 
of age dropped from 28 percent in 2004 to 16 percent 
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in 2007 (Figure 2). In spite of this, female business owners Soe 

f ; igure 
were generally younger than their male counterparts 1n Percentage of SMEs with Owners Who Have More than 10 Years 
2007, averaging 48.5 years of age compared with of Management or Ownership Experience* 
51.1 years of age for male business owners. 100 
In 2007, 51 percent of female business owners had 79 
more than 10 years of management or ownership oy 
experience compared with 74 percent of male business 
owners (Figure 3). The difference in experience was 
statistically significant at 5 percent. 


70 
60 
50 
40 
30 


Figure 1 
Gender Distribution of SME Ownership 


No Female 
Ownership 


Ae 2004 
Majority Female- Ab 


(53%) a Owned (16%) GH Majority Female-Owned Mil Majority Male-Owned 


\ Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004 and 2007. 
*Bold value denotes statistically significant gender difference at 5 percent. 
Half Female- pees ne 


— Owned (20%) aa a 
0 e e 
Female business owners were more likely to 


operate a younger business and fo operate in 
Minority Female- the tourism industry 


— Owned (11%) 


A comparison of general business characteristics 
Source: SME Financing Data Initiative, Statistics Canada, Survey on between majority female-owned and majority male- 
Financing of Small and Medium Enterprises, 2007. R 2 
owned SMEs is presented in Table 1. In 2007, 
majority female-owned firms were younger than 
majority male-owned firms. Thirty-eight percent of 
Figure 2 majority female-owned firms started selling goods 
Percentage of SMEs with Owners under 40 Years of Age* ; : 
Oh and services after 2001 compared with 30 percent 
ae of majority male-owned firms. Forty-four percent of 


30 majority female-owned SMEs were located in Ontario. 


Interestingly, female business owners were more likely 
than male business owners to speak a language other 
than English or French (22 percent versus 12 percent), 
yet only a very small percentage of female business 
owners (0.3 percent) have resided in Canada for less 
than five years. In 2007, female business owners were 
more likely than male business owners to identify their 
firms as “slow growth” businesses (47 percent versus 
2004 2007 37 percent), whereas male business owners were more 
HM Majority Female-Owned [ll Majority Male-Owned likely than female business owners to operate firms 
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Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of whose sales have stopped growing (“maturity”) or 
Small and Medium Enterprises, 2004 and 2007. nauk 
*Bold value denotes statistically significant gender difference at 5 percent. have started to decrease (“decline Ds 
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Table 1 
Profile of Majority Female-Owned and Majority Male-Owned SMEs, 2007* 


Majority Majority 
Characteristics Female-Owned (%) Male-Owned (%) 
Age of Owner (years) 
Under 40 
40-49 
50-64 
65 or older 
Year Firm Started Selling Goods and Services 
Started between 2005 and 2007 
(1 to 2 years old) 
Started between 2002 and 2004 
(3 to 5 years old) 
Started prior to 2002 
(6+ years old) 
Industry 
Agriculture/primary 
Knowledge-based industries 
Manufacturing 
Tourism 
Professional services 
Wholesale/retail 
Other industries 


Stage of Development (as identified by owner) 


Start-up 
Fast growth 
Slow growth 
Maturity 
Decline 
Mother Tongue 
Spoke English 
Spoke French 
Spoke other 


Majority Ownership of the Business Held 
By Aboriginal persons 
By persons from a visible minority group (other than Aboriginal) 
By a person with a disability 
By persons who have resided in Canada for less than 5 years 
By members of the same family 
Region (share of all SMEs in region in parentheses)** 
Atlantic 
British Columbia 
Ontario 
Prairies 
Quebec 
Canada 


Operated Firm in Rural Area 
Exported Goods and Services 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2007. 

*Bold value denotes statistically significant gender difference at 5 percent. 

** For example, 7 percent of all majority female-owned SMEs in Canada were located in Atlantic Canada in 2007. Similarly, these majority female-owned 
SMEs accounted for 17 percent of all SMEs in Atlantic Canada. 
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Historically, majority female-owned SMEs have 
been concentrated in the retail and service sectors 
(Carter 2002). In 2007, majority female-owned SMEs 
still tended to favour sectors related to wholesale/ 
retail (17 percent), professional services (15 percent) 
and tourism (13 percent). The gender difference, 
however, was only statistically significant for tourism. 
There were fewer majority female-owned SMEs in 
agriculture/primary, manufacturing and knowledge- 
based industries than majority male-owned firms, but the 
gender differences were not statistically significant. 


COMPARISON OF BUSINESS SIZES 


Majority female-owned SMEs appear to be 
catching up in size to majority male-owned 
SMEs 

Previous research has indicated that majority female- 
owned firms tend to be smaller than majority male- 
owned firms in both numbers of employees and assets 
(Jennings and Cash 2006, Cole and Mehran 2009, 
Fairlie and Robb 2009). The gap between the two 
gender groups appears to be narrowing, however, with 
respect to both measurements. 


As shown in Table 2, the percentage of majority 
female-owned SMEs that were micro-businesses 
(fewer than five employees) was 81 percent in 2007, 
just higher than 79 percent for majority male-owned 
micro-businesses. Majority female-owned firms were 
less likely to employ 20 or more people, on the other 
hand, than majority male-owned firms. Nevertheless, 
the gender differences were not statistically significant 
in any of the firm-size categories presented in Table 2. 


Table 2 
Distribution (%) of Firms by Business Size (number 
of employees) 


Majority 
Female- 


Majority 
Male- 
Owned 


Majority 
Female- 
Owned 


Majority 
Male- 
Owned 


Number of 
Employees 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004 and 2007. 


Based on tax file data linked by Statistics Canada, 

a summary of financial figures from incorporated 
majority female-owned and majority male-owned 
SMEs is presented in Table 3.2 As shown in the table, 
majority female-owned firms exhibited a strong 
performance in terms of average total revenue, jumping 
from $335 000 in 2000 to $525 000 in 2004 and 

$563 000 in 2007. Notwithstanding these increases 

in revenue, the average total revenue generated by 
majority female-owned firms in 2007 was half of that 
reported by majority male-owned firms. On the other 
hand, the average net profit (before tax) of majority 
female-owned firms was $32 000 in 2004 and $48 000 
in 2007. In both of these years, the gender difference 
in average net profit before tax was not statistically 
significant. When measured as a percentage of net 
profit before tax of majority male-owned firms (male 
profit), net profit before tax of majority female-owned 
firms jumped from 52 percent in 2000 to 89 percent in 
2004 and remained at 89 percent in 2007, suggesting 
that the gap in terms of net profit before tax between 
majority female-owned firms and majority male- 
owned firms is shrinking. 


2 Tax file data were linked to both the 2004 and 2007 SME FDI data sets. The data also included unincorporated firms, but the volume 
of data was much more limited than that provided on incorporated firms. All tax file data are anonymous and cannot be traced back to 


a particular firm. 
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Table 3 
Selected Financial Statement Figures (average $)* 


Majority 
Female- 
Owned 


335 000 


301 000 
34 000 


Total Revenue 
Total Expenses 
Net Profit Before Tax 


Net Profit Before Tax (as % of male profit) 52 


117 000 
152 000 
269 000 


Current Liabilities == 


Current Assets 
Fixed Assets 
Total Assets 


Total Liabilities 152 000 
Retained Earnings — 
Total Equity 117 000 


Majority 
Male- 
Owned 


706 000 
641 000 
65 000 


250 000 
337 000 
587 000 


351 000 


236 000 


Majority 
Female- 
Owned** 


525 000 


Majority 
Male- 
Owned 


936 000 


Majority 
Female- 
Owned 

563 000 


Majority 
Male- 
Owned 
1 126 000 
493 000 900 000 515 000 1 072 000 
32 000 36 000 48 000 54 000 
89 — 89 car 
202 000 311 000 436 000 393 000 
121 000 304 000 125 000 396 000 
323 000 615 000 561 000 789 000 


113 000 231 000 145 000 283 000 
209 000 422 000 345 000 549 000 
106 000 119 000 154 000 137 000 
114 000 193 000 216 000 240 000 


Source: Tax file data linked to SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2000, 2004 and 2007. 
*Bold value denotes statistically significant gender difference at 5 percent. Statistical tests were not carried out for 2000 as the raw data were not made available. 
**Due to a significant presence of large outliers in the 2004 sample of majority female-owned firms, observations beyond the 99th percentile in total revenue among 


majority female-owned firms were excluded in this year. 


Between 2004 and 2007, the gender gap narrowed 
with regards to current assets, total liabilities, total 
equity and retained earnings. Average current assets 
of majority female-owned firms jumped dramatically 
in both 2004 and 2007 such that the gender difference 
was no longer statistically significant in 2007. On the 
other side of the balance sheet, average total liabilities 
increased considerably for both gender groups, 
especially for majority female-owned firms such 

that the gender difference was no longer statistically 
significant in 2007. Majority female-owned firms 

also saw average total equity increase by a substantial 
margin from 2004 to 2007, whereas the average 

total equity of majority male-owned firms in 2007 
was only slightly higher than the average in 2000. 
Also noteworthy is the fact that average retained 
earnings were higher for majority female-owned firms 
in 2007 than majority male-owned firms, but this 
difference was not statistically significant. 


FINANCIAL STATEMENT ANALYSIS 


To better assess the financial health of a firm, five 
standard financial ratios (see text box) were calculated 


using linked tax file data (Table 4).? As shown in the 
table, there are discernible differences between gender 
groups in each year. In 2004, the median current ratio 
for majority female-owned firms was slightly less than 
1.0, whereas the median current ratio for majority 
male-owned firms was about 1.3, suggesting stronger 
financial health. In 2007, however, the median current 
ratios for majority female-owned and majority male- 
owned firms were almost identical. 


In terms of median gross profit margin, majority 
female-owned firms performed marginally better 
than majority male-owned firms in 2004 and 2007. 
In contrast, majority female-owned firms had lower 
median operating profit margins in both years. 


Majority female-owned firms also had lower median 
interest coverage ratios in 2004 and 2007 than 
majority male-owned firms, suggesting that majority 
female-owned firms were in a weaker position to meet 
interest expenses. Finally, the median debt-to-equity 
ratio was higher for majority male-owned firms than 
majority female-owned firms in both years, suggesting 
that male business owners were more aggressive in 
financing firm growth through debt. 


* Due to the frequent presence of large outliers, the use of median values — in lieu of average values — was considered to be 


more reasonable. 
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Table 4 
Selected Financial Ratios (median values) 


Majority 
Female- 
Owned 


Majority 
Male- 
Owned 


Male- 
Owned 


Current Ratio 


Source: Tax file data linked to SME Financing Data Initiative, Statistics Canada, 
Survey on Financing of Small and Medium Enterprises, 2004 and 2007. 


Financial Ratios 


Current Assets 


Current Ratio = ——_—— 
Current Liabilities 


Indicates the market liquidity of a business. A higher current 


ratio signals that a firm is in a better position to cover short- 
term liabilities. 


Gross Profit Margin = Sales Revenues — Cost of Goods Sold 
Sales Revenues 

Measures the proportion of net revenue after accounting for 

the cost of goods sold. A higher gross profit margin indicates 


that a firm has more resources available to pay overhead costs. 


Operating Profit Margin = 
Net Profit Before Tax + Interest Expenses and Bank Charges 
Sales Revenues 


Expresses operating profit as a proportion of sales revenues. 
A higher operating profit margin signals that a firm has more 
resources available to pay fixed costs. 


Net Profit Before Tax 
Interest Expenses and Bank Charges 
Indicates a firm’s ability to generate enough income to cover 
interest expenses. A higher interest coverage ratio suggests 
that a firm is in a better position to avoid default. 


Interest Coverage = 


Total Liabilities 

Total Equity 
Indicates what proportion of equity and debt a firm is using 
to finance its assets. A higher debt-to-equity ratio indicates 
that a firm is using greater leverage. 


Debt-to-Equity = 
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FINANCING ACTIVITIES 


Majority female-owned firms were just as likely 
to seek financing as majority male-owned firms 
in 2007 

Considering the crucial role financing has in the 
capitalization of SMEs, it is imperative to identify if 
female business owners are facing unique obstacles 
with respect to accessing external financing. Previous 
research has suggested that majority female-owned 
firms are less likely to seek external financing than 
majority male-owned firms (Coleman 2002, Fabowale 
et al. 1995), but a study by Orser et al. (2006), which 
examined the financing activities of Canadian SMEs 
in 2001, suggests otherwise. Indeed, the evidence 
presented here reveals diminishing gender differences 
in financing activities. 


Recent request rates by type of financing by gender 
are presented in Table 5. In 2004, request rates by 
majority male-owned firms were higher than majority 
female-owned firms at a statistically significant level 
for all categories except equity. In 2007, however, 

the percentage of SMEs that sought financing was 
identical for both gender groups (17 percent). In fact, 
request rates by majority female-owned and majority 
male-owned firms in 2007 were almost identical for 
each type of financing. 


Table 5 
Request Rates (%) by Type of Financing* 


Majority 
Female- 
Owned 


Any Financing 
Debt 


Long Term 
Short Term 


Lease 


Equity 
Trade Credit 


Majority female-owned firms were less likely to 
be approved for debt financing than majority 
male-owned firms 

Approval rates by type of financing by gender are 
presented in Table 6. As shown in the table, majority 
female-owned firms generally had lower approval 
rates than majority male-owned firms in 2004. There 
is evidence, however, that the gap in approval rates 
had narrowed in some aspects in 2007. In 2004, 

the approval rate for debt financing among majority 
female-owned firms was 79 percent, a statistically 
significant lower rate than the 88 percent approval rate 
for majority male-owned firms. On the other hand, 
majority female-owned firms were very successful 

in receiving trade credit when requested in 2004, 
boosting the overall approval rate for financing of 
majority female-owned firms to 84 percent.’ 


Majority 
Male- 
Owned 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2000, 2004 and 2007. 
*Bold value denotes statistically significant gender difference at 5 percent. Statistical tests were not carried out for 2000 as the raw data were not made available. 


Majority 
Female- 
Owned 


Majority 
Male- 
Owned 


Majority 
Female- 
Owned 


Majority 
Male- 
Owned 


In 2007, lending markets were very active, leading 

to large increases in approval rates for financing 

for both gender groups. The statistically significant 
discrepancy in approval rates for debt financing 
remained between the two gender groups; however, 
upon closer inspection, the approval rate for long-term 
debt financing (term loans and mortgages) for majority 
female-owned firms was a very healthy 95 percent, 
but the approval rate for short-term debt financing 
(credit cards and lines of credit) remained stagnant 

at 77 percent (compared with 94 percent for majority 
male-owned firms).° Note, however, that approval 
rates here do not distinguish between full and partial 
approvals,° nor do they consider scale effects.’ 


* Due to a lack of observations, equity approval rates in 2004 and 2007 were considered to be unreliable and, therefore, are not 


presented in the table. 


> The 2004 and 2007 comparisons of approval rates partially conflict with the results of Orser et al. (2006), who found that in 2001 
female business owners were not more likely to be rejected for debt financing, leasing or trade credit at a statistically significant level 
than male business owners. In 2007, short-term debt financing represented about 36 percent of total debt financing requested by 


female owners. 


° In other words, a request for financing would be considered “approved” as long as “some” amount of financing was approved, 


not necessarily the full amount requested. 


‘In this case, each request for financing had the same weight in the calculations, even though the amount of financing requested 


could differ substantially from one request to another. 
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Table 6 
Approval Rates (%) by Type of Financing* 


Majority 
Female- 
Owned 
Any Financing 
Debt 


Long Term 
Short Term 


Lease 


Equity 
Trade Credit 


Majority 
Male- 
Owned 


Majority 
Female- 
Owned 


Majority 
Male- 
Owned 


Majority 
Female- 
Owned 


Majority 
Male- 
Owned 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2000, 2004 and 2007. 
*Bold value denotes statistically significant gender difference at 5 percent. Statistical tests were not carried out for 2000 as the raw data were not made available. 


Majority female-owned firms typically received 
significantly smaller amounts of debt financing 
than majority male-owned firms 

As the impact of financing requests that are not 
approved is often dependent on the amount of 
financing requested, it is important to investigate 

the amount of debt financing being requested by and 
approved for the two gender groups. Regardless of 
the type of debt financing requested, the average 
amount approved for majority female-owned firms 
was smaller than that approved for majority male- 
owned firms at a statistically significant level in 2007. 
As shown in Table 7, the average total debt financing 
approved for majority female-owned firms was 

$68 000 and $118 000 in 2004 and 2007 respectively. 
Both of these figures were less than half of the average 
amount approved for majority male-owned firms in 
each respective year. 


Based upon these figures alone, it is not possible to 
determine if female applicants were more likely than 
male applicants to be fully or partially denied debt 
financing or if female applicants simply requested 
smaller amounts of debt financing. To find the answer, 
the ratio of the aggregated amount of approved debt 
financing to the aggregated amount of requested debt 
financing (i.e., the sum of all approved debt financing 
divided by the sum of all requested debt financing) 
was calculated for each gender group. As shown 


in Table 7, the ratio was very similar between the 

two gender groups in both 2004 and 2007, suggesting 
that female applicants indeed requested smaller 
amounts of debt financing than male applicants. 
Thus, in terms of this ratio there appears to be little 
difference between majority female-owned firms and 
majority male-owned firms with respect to accessing 
debt financing. 


Table 7 
Approved Debt Financing (average $)* 


Majority 
Male- 
Owned 


Majority 
Female- 
Owned 


Majority 


Majority 
Male- 
Owned 


Female- 
Owned 


Average Long- 
| Term Debt 
Approved 


221000 § 163000 | 340 000 


161 000 
Average Short- 
Term Debt 


43 000 96 000 72 000 
Approved 
Average Total 
147000 | 118000 | 284 000 
Debt Approved | °° 90” 147000 | 118.000 | 254 000° 


(Approved/ 
87% 89% 94% 94% 


Requested) 
Total Debt 

Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 

Small and Medium Enterprises, 2004 and 2007. 

*Bold value denotes statistically significant gender difference at 5 percent. 
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Overall, debt financing remains the dominant choice of _ two gender groups, with at least 75 percent of the total 
external financing of both majority female-owned and amount of financing approved being in the form of 
majority male-owned firms. In 2007, the distribution debt financing (Figure 4). 

of financing by type was very similar between the 


Figure 4 
Distribution of Approved Financing, 2007* 


Other (6%) 


Trade Credit (6%) — 


Lease (13%) 


__ Debt (76%) 


Majority Female-Owned SMEs 


Other (7%) 


Trade Credit (3%) =a 


Lease (15%) 


__ Debt (75%) 


Majority Male-Owned SMEs 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and 
Medium Enterprises, 2007. 


*Sources of financing in the “Other” category include equity financing and government- 
sponsored programs. 
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Loan conditions were very similar between 
majority female-owned and majority male- 
owned firms 

Previous research has suggested that female business 
owners were more likely to be asked for collateral as a 
condition for loan approval than male business owners 
(Coleman 2002, Riding and Swift 1990), but the data 
presented in Figure 5 suggest otherwise. In 2004, 
majority female-owned firms were significantly less 
likely to be asked for collateral than majority male- 
owned firms (43 percent versus 61 percent). In 2007, 
the demand for collateral was almost identical between 
the two gender groups. 


Figure 5 
Percentage of SMEs Asked for Collateral as a Condition for 
Loan Approval* 


(%) 
0 


2004 2007 
HB Majority Female-Owned MM Majority Male-Owned 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 


Small and Medium Enterprises, 2004 and 2007. 
*Bold value denotes statistically significant gender difference at 5 percent. 


In terms of interest rates, majority female-owned firms 
faced higher overall rates than majority male-owned 
firms in 2004, but in 2007 majority male-owned firms 
were charged higher overall rates (Table 8). Note, 
however, that the interest rate charged on long-term 
debt financing was very similar for both majority 
female-owned and majority male-owned firms in 
2004 and 2007. Overall, there is no convincing evidence 
that female business owners faced less favourable 
loan conditions in terms of requests for collateral or 
interest rates. 


Table 8 
Lending Terms (%) (weighted average)* 


Majority 
Female- 
Owned 


Majority 
Male- 


Majority 
Female- 
Owned 


Majority 
Male- 
Owned 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004 and 2007. 

*As these values are weighted averages of various subcategories, statistical test 
results were unreliable and are not, therefore, presented there. 


Documentation requirements were higher for 
female business owners 

The documentation required as part of the loan 
application process was greater for female business 
owners than for male business owners in 2007. 

As illustrated in Figure 6, female business owners 
were just as likely, if not more likely, as male business 
owners to be required to provide each type of 
documentation listed. In particular, female business 
owners were significantly more likely to be asked 
for personal financial statements, appraisals of assets 
to be financed and cash flow projections than male 
business owners. 
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Figure 6 
Documentation Required During the Loan Application Process, 2007* 


Cash Flow Projection 


Appraisals of Assets 


Personal Financial Statement 


Business Plan 


Business Financial Statement 


10% 20% 30% 40% 50% 60% 70% 80% 
eae Majority Female-Owned | Majority Male-Owned 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2007. 
*Bold value denotes statistically significant gender difference at 5 percent. 


Poor credit history and lack of collateral more 


likely to affect female business owners than Figure 7 , ran 

male business owners Reasons for Denying Debt Financing, 2004* 
% 

Previous research has suggested that a weaker credit 6 

history may be constraining access to credit among 20 

female business owners (Moore 2003). In 2004, 35 

30 percent of female business owners who were 30 

denied credit indicated a poor credit history as the 25 


reason for being denied credit compared with only 
10 percent of male business owners (Figure 7).° In 
addition, female business owners were more than 
twice as likely as male business owners to cite a lack 
of collateral as the reason for being denied credit. 


No reason Insufficient sales, Insufficient Poor credit 
provided income or collateral/security experience or 
cash flow history 


HD Majority Female-Owned Ml Majority Male-Owned 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004. 
*Bold value denotes statistically significant gender difference at 5 percent. 


* Due to a lack of observations, results from the 2007 survey were deemed to be unreliable. 
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Discouraged borrowers are business owners who 
require credit but do not apply for financing out of 
fear of being rejected. In 2004, the vast majority 

of female business owners who did not apply for 
credit did not apply because they were not in need 

of external financing;’ however, as illustrated in 
Figure 8, about 5.4 percent of female business owners 
who did not apply for credit thought they would be 
denied financing, a slightly higher rate compared 

with male business owners (3.5 percent). On the 

other hand, the study by Orser et al. (2006), which 
employed 2001 SME FDI data, found no statistically 
significant gender difference in the likelihood of being 
a discouraged borrower. Indeed, recent research has 
revealed that when controlling for various firm, owner 
and market characteristics, female business owners 
were no more likely to be discouraged borrowers than 
male business owners (Cole and Mehran 2009). 


Figure 8 
Reasons for Not Applying for Debt Financing (excluding firms 
that did not require financing), 2004* 


(%) 
6.0 


5.0 


4.0% 4.0% 
4.0 


3.0 


Cost of debt 
financing 
too high 


Application 
process too 
time consuming 


Application 
process 
too difficult 


Thought request 
would be 
turned down 


HH Majority Female-Owned Mil Majority Male-Owned 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 


Small and Medium Enterprises, 2004. 
*Bold value denotes statistically significant gender difference at 5 percent. 


INTENDED USE OF DEBT FINANCING 


Majority female-owned firms were more likely 
to use debt financing for working/operating 
capital than majority male-owned hire 
Although majority female-owned firms were just 

as likely to seek credit financing as majority male- 
owned firms in 2007 (Table 5), the intended use of the 
requested financing differed substantially between the 
two gender groups. As revealed in Table 9, 72 percent 
of debt-seeking majority female-owned firms intended 
to use the financing for working capital compared with 
56 percent of majority male-owned firms. 


Table 9 
Intended Use (%) of Debt Financing, 2007* 


Majority 
Male- 
Owned 


Majority 
Female- 
Owned 
Land and Buildings 
Vehicles / Rolling Stock 
Computer Hardware and Software 
Other Machinery and Equipment 


Fixed Assets** 


Working Capital / Operating Capital 
Research and Development 

Debt Consolidations 

Intangibles 

Purchase a Business 

Grow the Business 

Other Purposes 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2007. 

*Bold value denotes statistically significant gender difference at 5 percent. 
**Represents the first four categories; SMEs often seek multiple types of 
fixed assets. 

Notably, female business owners were significantly 
more likely to use debt financing to help grow their 
businesses than male business owners (53 percent 
versus 34 percent respectively). Majority female- 
owned firms were also far more likely to use the 
financing for debt consolidation. On the other hand, 
majority female-owned firms were less likely to 
allocate financing to fixed assets, such as vehicles 
and rolling stock. This may be due to the fact that 
majority female-owned SMEs are less likely to be 


° The 2007 survey does not include information regarding reasons for not applying for credit. 
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goods-producing industries, such as manufacturing, 
which may, in part, explain why the average approved 
amount of financing was significantly higher for 
majority male-owned firms than majority female- 
owned firms (Table 7). 


TOP SOURCES OF FINANCING 


Female business owners were less likely to 
use multiple sources of financing to start up a 
business 

Although financial institutions are a prominent 
source of external financing for all business owners, 
entrepreneurs seeking to create a new business tend 


Table 10 
Top Sources (%) of Financing During Business Start-Up* 


Majority 
Female- 
Owned 


Financing Source 


Commercial/Personal Loans, Lines of Credit, Credit Cards 


Credit from Government Lending Agencies 
Trade Credit 


Leasing 
Personal Savings of Owner(s) 

| Loans from Friends and Relatives of Owner(s) 
Angel Financing 


to rely on internal financing sources to acquire capital. 
As shown in Table 10, personal savings was a major 
source of financing during start-up for both gender 
groups in each year surveyed. Leasing surged in 
popularity as a source of start-up financing among 
female business owners, jumping from 5 percent in 
2004 to 20 percent in 2007. On the other hand, far 
fewer female business owners used trade credit during 
start-up in 2007 than in previous years. Overall, 
female business owners appeared to be less active 

in acquiring multiple forms of start-up financing 
compared with male business owners. 


Majority 
Male- 
Owned 


Majority 
Female- 
Owned 


Majority 
Male- 
Owned 


Majority 
Female- 
Owned 


Majority 
Male- 
Owned 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2000, 2004 and 2007. 
*Bold value denotes statistically significant gender difference at 5 percent. Statistical tests were not carried out for 2000 as the raw data were not made available. 
**Figures could not be calculated here as the raw data were not made available for 2000. 


Unlike start-up firms, external financing was 
the most popular source of financing among 
business owners in more established SMEs 
Beyond the start-up stage, external financing is the top 
source of financing for both gender groups (Table 11). 
In 2004, male business owners were significantly 
more likely to use external financing during operations 
than female business owners; however, this disparity 
was no longer statistically significant in 2007. While 
personal savings remained an important source of 
financing, more than half of the female business 


owners surveyed in 2007 indicated that they used 
retained earnings as a financing source. Similar to 
female business owners engaged in start-up, leasing 
became more popular among female owners in more 
established businesses in 2007, whereas trade credit 
fell out of favour, dropping from 30 percent in 2000 
to 14 percent in 2007. 
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Table 11 
Top Sources (%) of Financing Among Established SMEs* 


Majority 
Female- 
Owned 


Financing Source 


Commercial/Personal Loans, Lines of Credit, Credit Cards 
Credit from Government Lending Agencies 


Retained Earnings 

Trade Credit 

Leasing 

Personal Savings of Owner(s) 

Loans from Employees 

Loans from Friends and Relatives of Owner(s) 
Angel Financing 


Majority 
Male- 
Owned 


Majority 
Female- 
Owned 


Majority 
Male- 
Owned 


Majority | Majority 
Female- Male- 
Owned Owned 


Source: SME Financing Data Initiative, Statistics Canada, Survey on F inancing of Small and Medium Enterprises, 2000, 2004 and 2007. 
*Bold value denotes statistically significant gender difference at 5 percent. Statistical tests were not carried out for 2000 as the raw data were not made available. 
**Figures could not be calculated here as the raw data were not made available for 2000. 


FUTURE INTENTIONS 


Among owners who were planning fo sell their 
business, women were far more likely to sell to 
an external party than men 

In 2007, 25 percent of female business owners — 

the same percentage as male business owners — 
indicated that they intended to sell, transfer or close 
their business within five years. Of these business 
owners, women were far more likely to sell their 
business to an external party (61 percent) than men 
(38 percent) (Figure 9). In contrast, men were 
significantly more likely to transfer or sell the business 
to a family member. In addition, female business owners 
were less likely to plan the closure of their business 
(29 percent) than male business owners (35 percent), 
but this difference was not statistically significant. 


Among owners with growth intentions, women 
were more likely to consider sharing equity to 
raise capital for expansion than men 

Previous studies have suggested that the financial 
performance of majority female-owned SMEs is 
associated with the aspirations of the owner with 
regards to growth (Hughes 2006, Cliff 1998). In 2007, 
44 percent of female business owners indicated that 
they intended to expand the size and scope of their 
business within two years (Figure 10). This finding 
conflicts with Orser and Hogarth-Scott (2002), 


Figure 9 
Intentions of Those Who Planned to Sell, Transfer or Close 
Their Business, 2007* 
(%) 
70 


60 
50 


40 


Plan closure 
of business 


Transfer to family Selltoafamily Sell to an external 
without money member party 
changing hands 


HM Majority Female-Owned Ml Majority Male-Owned 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2007. 
*Bold value denotes statistically significant gender difference at 5 percent. 


who found that female business owners were less 
oriented toward growth than male business owners. 


Among the female business owners who declared 
growth intentions, only 46 percent indicated that their 
company’s current financing was sufficient to fund 
their expansion plans (compared with 57 percent 

of male business owners with growth intentions, 

a statistically significant difference). This finding 
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implies that among owners with growth intentions, 
women exhibited greater financing needs than men 
in 2007. Interestingly, of those owners who required 
additional financing to fund expansion plans, women 
were significantly more likely than men to consider 
sharing equity in the business, whereas men were 
significantly more likely than women to make a loan 
request (Figure 11). Although previous research has 
suggested that female business owners are generally 


Figure 10 | 
SMEs Intending to Expand the Size and Scope of Their Business* 


(%) 
60 


50 
40 


30 


2004 2007 
G Majority Female-Owned Ml Majority Male-Owned 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004 and 2007. 
*Bold value denotes statistically significant gender difference at 5 percent. 


PERCEIVED OBSTACLES TO GROWTH 


Majority female-owned firms were facing more 
perceived obstacles to growth than majority 
male-owned firms 

Table 12 presents the perceived obstacles to growth 
identified by business owners in 2004 and 2007. 

In 2007, rising business costs was the top perceived 
obstacle to growth for both majority female-owned 
and majority male-owned firms; however, female 
business owners appeared to be more concerned about 
this obstacle than male business owners. Moreover, 
majority female-owned firms were also significantly 
more likely to be concerned about rising competition 
and insurance premiums than majority male-owned 


hesitant to share business equity out of fear of reduced 
independence and control (Manigart and Struyf 1997), 
the evidence presented here implies that majority 
female-owned firms with growth intentions may 

view sharing equity as an opportunity for expansion. 
In other words, female business owners with growth 
intentions may be more flexible in their capitalization 
strategies than the literature would suggest. 


Figure 11 
Capitalization Strategies Considered When Current Financing 
is Insufficient to Fund Expansion Plans, 2007* 

100 

90 

80 

70 

60 

50 

40 


30 


Sharing equity in 
the business 


B® Majority Female-Owned HJ Majority Male-Owned 


Making a loan request Other strategy 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2007. 
*Bold value denotes statistically significant gender difference at 5 percent. 


firms. Importantly, 21 percent of female business owners 
cited access to financing as an obstacle to growth 
compared with 16 percent of male business owners 

(a statistically significant difference). Overall, judging 
by the generally higher comparative percentages for 
majority female-owned SMEs in 2007, the evidence 
suggests that female business owners were more likely 
than male business owners to operate their firms in 
challenging business environments. 
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Table 12 
Perceived Obstacles (%) to Growth and Development* 


Majority 
Female- 
Owned 


Majority 
Male- 
Owned 


Majority 
Female- 
Owned 


Majority 
Male- 
Owned 


Perceived 
Obstacles 


Finding Qualified 
Labour 


Levels of Taxation ay 
Instability of 39 
Demand 

Low Profitability 
Financing 

Government 7 
Regulations 

Managerial Skills 
Premiums 

Environmental 

Regulations 


Increasing 
Competition 
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Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 


Small and Medium Enterprises, 2004 and 2007. 
*Bold value denotes statistically significant gender difference at 5 percent. 


FINANCIAL PERFORMANCE 


Results from previous research on the financial 
performance of majority female-owned firms have 
been mixed. While some studies have suggested that 
businesses owned by women have underperformed 
compared with businesses owned by men (Fairlie and 
Robb 2009, Fischer et al. 1993), other studies have 
produced evidence suggesting that after controlling 
for factors such as business size, business age and 
industry effects there is no difference between the 
two gender groups in terms of financial performance 


(Watson 2002, Kalleberg and Leicht 1991). Using 
linked tax file data, weighted annualized average 
growth rates in total revenue and full-time equivalents 
(employees) were calculated from 2004 to 2008 
(Tables 13 and 14).'° As mentioned earlier, the financial 
performance of a firm can be heavily influenced by 
initial aspirations for growth. Therefore, growth rates 
are compared not only across gender but also across 
growth intentions and financing activities. 


Majority female-owned firms that intended to 
grow in 2004 posted significantly larger growth 
in total revenue and full-time equivalents 
(employees) than majority female-owned firms 
that had no growth intentions 

As shown in Table 13, total revenue grew more slowly 
among majority female-owned SMEs than majority 
male-owned SMEs regardless of financing activities 
or growth intentions. Nevertheless, majority female- 
owned firms that sought financing or had growth 
intentions in 2004 were able to produce a respectable 
annualized growth rate of at least 3.6 percent. In sharp 
contrast, majority female-owned firms with no growth 
intentions saw total income grow by only 0.9 percent. 
This discrepancy in growth performance is even 
larger for majority male-owned firms (6.7 percent 
versus |.2 percent for firms with growth intentions 
and firms with no growth intentions respectively). 
Thus, notwithstanding the differences in total revenue 
growth performance between majority female-owned 
and majority male-owned firms, there is a strong 
connection between initial growth intentions and 
actual total revenue growth regardless of gender. 


The influence of growth intentions is also apparent 

in comparisons of growth in full-time equivalents 
(employees), especially among majority female- 
owned firms (Table 14). Majority female-owned firms 
with growth intentions were very active in boosting 
staff size (7.6 percent growth rate), whereas majority 
female-owned firms with no growth intentions actually 


‘0 Growth rates were calculated only for incorporated firms that reported figures for both 2004 and 2008. Consequently, the results 
presented in Tables 13 and 14 do not include unincorporated SMEs or SMEs that were no longer in existence in 2008. To calculate the 
weighted growth rates, aggregated figures by gender group in each year were utilized. 
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reduced their numbers of employees (-5.3 percent). 

In addition, majority female-owned firms with growth 
intentions were also much more likely to hire new 
employees than majority male-owned firms. These 
results suggest that majority female-owned firms with 
growth intentions are playing an important part in job 
creation in Canada. 


Table 13 
Weighted Annualized Growth Rate (“) in Total Revenue, 
2004-2008 


Majority 


Female- 
Owned 


Majority 
Male- 
Owned 


SME Category 
Firms that sought financing 


Firms that did not seek financing 


Firms that intended to grow 
Firms that did not intend to grow 


Source: Tax file data linked to SME Financing Data Initiative, Statistics Canada, 
Survey on Financing of Small and Medium Enterprises, 2004. 


Table 14 
Weighted Annualized Growth Rate (“%) in Full-Time 
Equivalents, 2004—2008 


Majority 
Female- 
Owned 


Majority 
Male- 


SME Category Owned 


Firms that sought financing 
Firms that did not seek financing 


Firms that intended to grow 
Firms that did not intend to grow 


Source: Tax file data linked to SME Financing Data Initiative, Statistics Canada, 
Survey on Financing of Small and Medium Enterprises, 2004. 


SUMMARY AND CONCLUSIONS 


Women entrepreneurs play a significant role in 

wealth and job creation in Canada. Therefore, it is 
important to investigate the characteristics of majority 
female-owned firms and examine if they face unique 
challenges in acquiring financing. Despite the large 
amount of research conducted on female business 
owners, a consensus on access to financing by and the 
financial performance of majority female-owned firms 
is sometimes elusive. Using primarily 2004 and 2007 
data from the SME Financing Data Initiative Survey 
on Financing of Small and Medium Enterprises, this 
report aimed to update the business profile of female 
business owners, conduct comparisons with male 
business owners and reveal important new trends that 
may be emerging among majority female-owned SMEs. 


Although significantly fewer female business owners 
were under 40 years of age in 2007 compared with 
2004, the average female business owner was still 
younger and had less management or ownership 
experience than the average male business owner. 
Moreover, majority female-owned firms were typically 
younger and more likely to be operating in the tourism 
sector than majority male-owned firms. 


On the other hand, there is some evidence that 
majority female-owned SMEs may be catching up in 
term of business size to majority male-owned firms. 
Majority female-owned firms also had comparable 
amounts of before-tax net profit, assets and equity to 
majority male-owned firms in 2007. A word of caution 
should be made here, however, with regards to the 
interpretation of these results. Due to data limitations, 
it is too early to tell whether the results represent a 
short-term phenomenon or a long-term trend. Further 
data and research will be required to resolve this issue. 


Majority female-owned firms were just as likely to 
seek external financing as majority male-owned firms 
in 2007. While there appears to be a difference in 
approval rates for debt financing between the gender 
groups in 2007, upon closer examination majority 
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female-owned firms had a very similar approval rate 
as majority male-owned firms when it came to long- 
term debt financing, which accounted for almost 

two thirds of the total amount of debt financing 
requested by majority female-owned firms. However, 
majority female-owned firms were significantly less 
likely to be approved for short-term debt financing 
than majority male-owned firms. When measured as 
a ratio of the aggregated amount of approved debt 
financing to the aggregated amount of requested 

debt financing, however, the ratios were very similar 
between the gender groups in both 2004 and 2007. 
Thus, in terms of this ratio, there appears to be little 
difference in access to credit between majority female- 
owned and majority male-owned firms. 


This report also found little evidence of disparity 

with regards to interest rates or requests for collateral 
between majority female-owned and majority male- 
owned firms that received debt financing. On the other 
hand, among SMEs that were denied debt financing, 
majority female-owned firms were significantly 

more likely to be turned down due to poor credit or 
insufficient collateral than majority male-owned firms. 


Among SMEs with growth intentions, majority 
female-owned firms were more likely to require 
external financing to fund expansion plans than 
majority male-owned firms. While a majority of 
firms with growth intentions considered making a 
loan request to support these plans, majority female- 
owned firms were more likely to consider sharing 
equity in the business than majority male-owned firms, 
which contradicts previous research suggesting that 
female business owners were more hesitant than male 
business owners to change the ownership structure. 


Based upon linked tax file data, majority female- 
owned SMEs exhibited lower growth rates in total 
revenue than majority male-owned SMEs. In terms 
of growth rates of full-time equivalents (employees), 
majority female-owned firms with growth intentions 
were significantly more active in hiring new 
employees than majority male-owned firms. Perhaps 
more importantly, firms with growth intentions posted 
noticeably stronger growth performances than firms 
with no growth intentions regardless of gender. 


Results presented in this report suggest that while 
there continues to be differences between majority 
female-owned and majority male-owned SMEs, 
some of these differences may be fading. This report 
also provides evidence that the financing strategies 
and growth patterns of majority female-owned 

firms are influenced by initial growth intentions. 
Consequently, investigating female business owners 
as a homogeneous group will likely mask the varying 
financing challenges within this group. Indeed, the 
relationship between financing needs and growth 
intentions will likely be evident in other forms of SME 
categorization (e.g., rural firms, exporters). Further 
research that focuses on separate groups of female 
business owners by growth intentions, rather than 
comparisons made solely across gender, may help 
researchers gain a better understanding of the actual 
financing needs and concerns of this very important 
group of entrepreneurs. 
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HIGHLIGHTS 


Small and medium-sized enterprises (SMEs) 
operating in tourism industries accounted for 
8 percent of SMEs in Canada in 2007. 

On average SMEs in tourism industries were 
younger (i.e., fewer years in operation) and 
more growth-oriented than their non-tourism 
counterparts. 

Majority business owners in tourism industries 
were significantly more likely to be female or 
be a visible minority compared with owners in 
other industries. 

Compared with SMEs in non-tourism industries, 
those in tourism industries were less likely to 
request external financing (15 percent versus 
18 percent in 2007) and less likely to be 
approved for external financing (93 percent 
versus 96 percent in 2007). 

Debt financing was the most common type of 
external financing sought. In 2007, SMEs in 
tourism industries typically received smaller 


average amounts of debt financing compared to 


other SMEs ($239 000 versus $264 000). 

Of the main tourism industries, SMEs in the 
accommodation industry required the most 
capital but had the most difficulty obtaining 
financing. 

SMEs in tourism industries faced similar 
pricing loan conditions (interest rates) but 
unfavourable non-pricing loan conditions 
compared to other SMEs. 

The average tourism SME generated less revenue, 
less profit and had less retained earnings than its 
non-tourism counterpart. 


INTRODUCTION 


Tourism activities play an important role in the Canadian 
economy, accounting for approximately 2 percent of 
Canada’s overall gross domestic product and having 

as much economic impact as the fisheries, forestry and 
agriculture sectors combined. In 2010, tourism activities 
provided over 594 500 jobs and represented 3.5 percent 
of employment in Canada (Statistics Canada, 2011). 
Small businesses (fewer than 100 employees) are of 
critical importance to tourism in Canada as they account 
for close to 98 percent of businesses in the sector. Though 
there has been substantial research on small and medium- 
sized enterprises (SMEs) in tourism, information on their 
financing needs and obstacles is limited. 


Access to financing is one of the most critical factors for 
growth for SMEs; however, in many cases they have 
difficulties obtaining the financing they need. Obtaining 
financing can be particularly difficult for SMEs in 
tourism because they are often viewed by financial 
institutions as relatively risky compared to SMEs in other 
industries (Council of Tourism Associations of British 
Columbia, 2006). According to consultations with tourism 
business owners in Ontario, one of the most significant 
impediments to improving, modernizing and/or expanding 
operations for businesses in tourism industries— 
particularly for SMEs—is the availability of financing 
(Ontario Tourism Competitiveness Study, 2009). 


Given the importance of financing to the success and 
growth of a business, this report was produced to 
investigate the financing activities of SMEs in tourism 


industries and identify, if any, the unique financing needs 
and obstacles of this group. Using data from the SME 
Financing Data Initiative Survey on Financing of Small 
and Medium Enterprises from Statistics Canada, this 
report provides an overview of the business characteristics 
and recent financing activity of Canadian SMEs in 
tourism industries in comparison with Canadian SMEs in 
non-tourism industries. 


Data and Definitions 


This report uses the comprehensive database of the SME 
Financing Data Initiative Survey on Financing of Small and 
Medium Enterprises, which was first released in 2000. The 
Statistics Canada survey, generally conducted every three 
years, measures the demand for, and sources of, financing for 
Canadian SMEs. The database includes information on the 
financing application process, firm profiles and demographic 
characteristics of SME ownership. This report is based on 
the 2004 and 2007 survey results. The representative samples 
consist of 13 042 respondents in 2004 and 15 808 respondents 
in 2007. 


For the purpose of this report, an SME is defined as a 
business with fewer than 500 employees and less than 

$50 million in annual revenues. Excluded from this target 
population are non-profit and government organizations, 
schools, hospitals, subsidiaries, co-operatives and, financing 
and leasing companies. 


A tourism SME is defined as a business that meets the above 
SME criteria and operates in a tourism industry. A list of 
tourism industry groups was outlined based on the Canadian 
Tourism Satellite Account (CTSA). According to CTSA, 

a tourism industry is one that “would cease or continue to 
exist only at a significantly reduced level of activity as a 
direct result of an absence of tourism” (Statistics Canada, 
2010a). The Appendix provides the complete list of the 
NAICS codes included in the tourism grouping. It should 

be noted that for the purpose of this report, all small and 
medium-sized businesses operating in these tourism 
industries were considered SMEs in tourism industries. 


In 2004, the unweighted sample consisted of 1689 respondents 
in tourism industries and 10 788 respondents in non-tourism 
industries and in 2007 it included 1732 respondents in tourism 
industries and 14 069 in non-tourism industries. These 
observations were weighted to represent the whole economy. 


DISTRIBUTION BY INDUSTRY 


Tourism businesses are distributed across five main 
industry groups: food and beverage services, recreation 
and entertainment, transportation, accommodation 

and travel services. In 2007, 8 percent of the estimated 
2 million employer and non-employer SMEs in 
Canada operated in one of these tourism industries. As 
illustrated in Figure 1, the majority of SMEs in tourism 
industries operated in the food and beverage services 
industry (47 percent) followed by the recreation and 
entertainment industry (24 percent). Accommodation 
represented 14 percent of SMEs in tourism industries, 
transportation accounted for 11 percent, while travel 
services made up 3 percent. 


Figure 1 
Distribution of Small and Medium-Sized Enterprises in 
Tourism Industries, 2007 


Travel Services 
Transportation (3%) 
(11%) 
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Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2007. 


SIZE AND LOCATION 


The majority of tourism small and medium-sized 
enterprises were small (less than 100 employees) 

The majority (99 percent) of SMEs in tourism industries 
were considered small (fewer than 100 employees). 
Figure 2 demonstrates that SMEs in tourism industries 
were less likely to be micro-businesses (fewer than 

5 employees) compared with SMEs in non-tourism 
industries, (62 percent versus 81 percent) but were 
more likely to employ 5 or more workers (38 percent 
versus 18 percent). 
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Figure 2 
Distribution of Small and Medium-Sized Enterprises in 
Tourism Industries by Size, 2007* 
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* Bold values denote statistically significant difference at 5 percent. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2007. 


Figure 3 


The regional distribution of SMEs in tourism industries is 
fairly proportional to the distribution of all SMEs across 
Canada. SMEs in tourism industries were located in every 
region of the country but were primarily concentrated 

in Ontario (39 percent) and Quebec (25 percent). In 
Quebec, the concentration of SMEs in tourism industries 
was much higher than the concentration of SMEs in 
non-tourism industries in 2007. On the other hand, in the 
Prairies, the concentration of SMEs in tourism industries 
was much lower than the concentration of SMEs in non- 
tourism industries (see Figure 3). 


Regional Distribution of Small and Medium-Sized Enterprises in Tourism Industries, 2007* 


15% Tourism SMEs 
14% Non-Tourism SMEs 


(E) 7% Tourism SMEs 
6% Non-Tourism SMEs 


14% Tourism SMEs 
21% Non-Tourism SMEs 


British Columbia 

Prairie Provinces 

Ontario 

Quebec 

Atlantic Provinces 

Northwest Territories and Nunavut 


25% Tourism SMEs 
21% Non-Tourism SMEs 
39% Tourism SMEs 
38% Non-Tourism SMEs 


* Bold values denote statistically significant difference at 5 percent. 
Distribution for the Territories and Nunavut are not available due to low frequency of response. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2007. 
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BUSINESS CHARACTERISTICS 


Tourism small and medium-sized enterprises were 
typically younger and more growth-oriented 


Table 1 presents a comparison of business characteristic 
between SMEs in tourism industries with SMEs in 
non-tourism industries. In 2007, SMEs in tourism 
industries were typically younger than their non-tourism 
counterpart. As shown in the Table 1, 11 percent of SMEs 
in tourism industries had been selling goods and services 
for one to two years compared with 8 percent of SMEs in 
non-tourism industries. In contrast, 68 percent of SMEs 
in tourism industries had been selling goods and services 
for over six years compared with 73 percent of SMEs in 
non-tourism industries. 


Table 1 
Business Characteristics, 2007* 


Non- 
Tourism | Tourism 
SMEs SMEs 
Business Characteristics (%) (%) 
Year Firm Started Selling Goods 
Between 2002 and 2004 
(1-2 years old) 
Between 1999 and 2001 
(3-5 years old) 
Prior to 1999 
(6 or more years old) 


Stage of Development (as identified by 
the owner) 

Start-up 

Fast Growth 

Slow Growth 

Maturity 

Decline 


Growth Intentions 
Intend to expand business within next 
2 years 
Current financing sufficient to fund 
expansion plans 
* Bold values denote statistically significant difference at 5 percent. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2007. 


Although being relatively young, few SMEs in tourism 
industries reported being in the start-up stage of business. 
The majority of businesses in tourism industries identified 
themselves as being in the slow growth stage of business 
(48 percent). Interestingly, tourism business owners were 
more likely than non-tourism business owners to identify 
their business sales as experiencing either fast growth or 
slow growth but were less likely to identify their business 
sales as declining or experiencing no growth (“maturity”). 


Not only were SMEs in tourism industries more likely 
to be in the fast growth stage of business but they were 
also found to be more growth-oriented than their non- 
tourism counterpart. As shown in Table 1, in 2007 

45 percent of SMEs in tourism industries had intentions 
to expand the size or scope of their business in the next 
three years, while only 40 percent of SMEs in non- 
tourism industries reported the same intentions. Despite 
being more growth oriented, SMEs in tourism industries 
were less likely than those in non-tourism industries to 
have sufficient financing to fund their expansion plans. 
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OWNER CHARACTERISTICS 


Tourism small and medium-sized enterprise owners were 
more likely to be female and twice as likely to be a visible 
minority compared with non-tourism small and medium- 
sized enterprise owners 

An individual’s characteristics and background are 
important determinants of entrepreneurial activity. In 
2007, there were notable differences in demographic 
characteristics between tourism and non-tourism 
entrepreneurs. 


Previous literature has shown that the tourism sector 
is a major employer of women (Canadian Tourism 
Human Research Council, 2009; and Statistics 
Canada, 2010b). According to 2007 survey results, 
more than half of businesses in both tourism and 
non-tourism industries were majority male-owned 
(51 percent for tourism industries and 65 percent for 
non-tourism industries); however, compared with 
businesses in non-tourism industries, those in tourism 
industries were significantly more likely to be majority 
female-owned. Specifically, 26 percent of SMEs 

in tourism industries were majority female-owned, 
whereas only 16 percent of SMEs in non-tourism 
industries were majority female-owned. This finding 
is also consistent with the Small Business Financing 
Profiles — Women Entrepreneurs (Industry Canada, 
2010), which highlighted that majority female-owned 
SMEs were more likely to be concentrated in the 
service sector, particularly in the tourism sector. 


In 2007, the mother tongue of an SME owner 
operating in a tourism industry was less likely to be 
English and more likely to be French or a language 
other than English or French compared with a non- 
tourism SME owner (see Table 2). This coincides 
with a greater concentration of recent immigrant 
owners and visible minority owners in the tourism 
industry than in the non-tourism industry. Specifically, 
18 percent of tourism owners were a visible minority 
and 4 percent were recent immigrants (within the last 
five years). In contrast, only 9 percent of non-tourism 
owners were visible minorities and 3 percent were 
recent immigrants. 


The majority of owners in both tourism and non- 
tourism industries were between the ages of 50 and 64 
(45 percent for both). Despite being similar in age to 
SME owners in non-tourism industries, SME owners in 
tourism industries had less managerial experience than 
their non-tourism counterpart. As shown in Table 2, 

67 percent of tourism owners had more than 10 years 
of managerial experience, while 72 percent of non- 
tourism owners had the same amount of experience. 


Table 2 
Owner Characteristics, 2007* 


Non- 
Tourism | Tourism 
SMEs SMEs 
Owner Characteristics (%) 9) 
Gender 
Majority Male Ownership 51 
Majority Female Ownership 
Equal Ownership 


Background 

Visible Minority (other than Aboriginal) 
Aboriginal 

Disabled 

Recent Immigrant (within last 5 years) 


Held by family members 


Mother Tongue 
English 
French 

Other 


Age 

Less than 30 
30-39 
40-49 
50-64 

65 and over 


Managerial Experience 
Over 10 years 


* Bold values denote statistically significant difference at 5 percent. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2007. 
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OBSTACLES TO BUSINESS GROWTH 


Small and medium-sized enterprises in tourism industries 
were more likely to report obtaining financing as an 
obstacle to business growth 

The tourism industry operates in a unique and 
challenging environment, constantly adapting to 
changing demographics, economic conditions, health 
and safety issues and environmental concerns. As a 
result, achieving growth targets for an SME in the 
tourism industry can be challenging. Current issues 
facing the tourism industry include, but are not limited 
to, seasonality of industry demand, new competition 
from emerging economies, exchange rates, border 
infrastructure, increased fuel costs, air access, labour 
shortage and concerns over global security (Canadian 
Tourism Commission, 2009a; and Industry Canada, 2008). 


Among SME owners surveyed in 2004, the most 
frequently identified obstacle for both tourism and 
non-tourism business was the level of taxation. 
Low profitability, insurance rates and instability of 
consumer demand were more common concerns for 
businesses in tourism industries than those in non- 
tourism industries in 2004 (see Table 3). 


Table 3 
Perceived Obstacles to Business Growth, 2004 and 2007* 


Obstacles 


External to the Firm 


Internal to the Firm 


* Bold values denote statistically significant difference at 5 percent. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004 and 2007. 
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In 2007, the most frequently cited challenge reported 
by SME owners was rising business costs followed 
by finding qualified labour. Over half of tourism SME 
owners (59 percent) identified business costs as an 
obstacle to growth and more than a third (39 percent) 
cited concerns about finding qualified labour. 


Interestingly, in comparison with SMEs in non- 
tourism industries, SMEs in tourism industries were 
significantly more likely to cite obtaining financing 
as an obstacle to business growth in both 2004 and 
2007 (see Table 3). In 2007, across the tourism 
industries, SMEs in the accommodation industry 
were the most likely to identify obtaining financing as 
an obstacle (32 percent), followed by the recreation 
and entertainment industry (29 percent). Conversely, 
none of the businesses in the transportation industry 
identified obtaining financing as an obstacle (SME 
Financing Data Initiative, Statistics Canada, 2007). 


Non- 


Tourism 
Ly oO 


Non- 
Tourism 


Tourism Tourism 
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CAPITAL STRUCTURE 


Tourism small and medium-sized enterprises are very in 2007. For both types of SMEs, the main source 


reliant on personal savings to finance their business . . ‘ 
of financing during business start-up was personal 


An Em portant factor for growth and development of a _ savings, with more SMEs in tourism industries using 
business is financing. SME owners typically look to this source (80 percent versus 74 percent for SMEs 
informal sources of financing, such as personal loans in non-tourism industries). Compared with SMEs in 
and personal savings, when starting a business or non-tourism industries, SMEs in tourism industries 
funding day-to-day operations. Figures 4 and 5 list the _ were significantly more likely to make use of lease 
top six sources of financing used by the average SME _ financing and significantly less likely to use retained 
to start-up and operate a tourism company compared earnings (see Figure 5). 

with the average SME in a non-tourism industry 


Figure 4 
Top Six Important Sources of Financing Used During Start-up, 2007* 


Personal Savings 


Commercial Loans, Lines of Credit 
and Credit Cards 


Leasing 
Trade Credit 
Retained Earnings 


Loans from Friends or Relatives 


40% 60% 80% 
eee Tourism fe Non-Tourism 


* Bold values denote statistically significant difference at 5 percent. 

Note: Start-up is defined as the period prior to the sale of goods and services. Sources of financing include any source used, regardless of whether it was authorized or obtained 
in a previous year. Multiple responses were possible. 

Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2007. 
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As shown in the Figure 5, the main sources of 
financing used to keep the business in operation 
differ slightly from those sources used during start- 
up. In 2007, commercial loans, lines of credit and 
credit cards surpassed personal savings as the most 
common type of financing used for day-to-day 
business. Figure 5 also shows that SMEs in tourism 
industries were still very reliant on personal loans 
and informal financing to keep their business in 
operation. Specifically, SMEs in tourism industries 


more likely to use personal savings than their non- 
tourism counterpart. Moreover, SMEs in tourism 
industries were almost twice as likely as SMEs in 


non-tourism industries to use informal financing (loans 


from friends and family) to financing their ongoing 
operations. This could be an indication that SMEs 
in tourism industries have more difficulty obtaining 
credit from financial institutions than SMEs in non- 
tourism industries and as a result they need to turn 
to alternate means of financing their business (i.e., 


were just as likely to use personal savings as they were _ personal savings and informal financing). 


to use commercial credit and they were significantly 


Figure 5 


Top Six Important Sources of Financing Used to Keep Business in Operation, 2007* 


Commercial Loans, Lines of Credit 
and Credit Cards 


Personal Savings f 


Retained Earnings 


Leasing f 


Trade Credit 


Loans from Friends or Relatives 


0% 20% 


Fe] Tourism 


* Bold values denote statistically significant difference at 5 percent. 


40% 60% 


| Non-Tourism 


Note: Sources of financing include any source used, regardless of whether it was authorized or obtained in a previous year. Multiple responses were possible. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2007. 
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FINANCING ACTIVITY 


Small and medium-sized enterprises in tourism industries 
were less likely to seek financing and less likely to be 
approved 

In order to determine if SMEs in tourism industries 
have more difficulty accessing financing than their 
non-tourism counterpart, the following section examines 
the recent financing activity of these businesses. 


As presented in Table 4, SMEs in tourism industries 
were less likely to request external financing, both in 
2004 and 2007. Debt financing was the most common 
type of external financing requested by SMEs in both 
tourism and non-tourism industries. In 2007, SMEs 
in tourism industries were slightly less likely to seek 
debt financing compared with SMEs in non-tourism 
industries (10 percent versus 13 percent). 


Table 4 


As shown in Table 4, SMEs in tourism industries 
were not only less likely to request external financing, 
they were also less likely to be approved! for external 
financing. Specifically, in 2004, 87 percent of SMEs 
in tourism industries were approved for external 
financing compared with 91 percent of SMEs in 
non-tourism industries. In 2007, the approval rate for 
SMEs in tourism industries increased to 93 percent but 
was still below the 96 percent reported by SMEs in 
non-tourism industries. In particular, SMEs in tourism 
industries were less likely to be approved for debt 
financing and significantly less likely to be approved 
for government loans or grants in 2007. 


Financing Request and Approval Rates, 2004 and 2007* 


Tourism 


Type of Financing 


Any External 
Debt Financing 
a esc 
Lease Financing 
fee eee 
Equity Financing 
anal reer 
Trade Credit 
Era niga ern 


Non- 
Tourism 


Non- 


Tourism Tourism 


Government Loan or Request Rate 
*Bold values denote statistically significant difference at 5 percent. 
Note 1: Request and approval rates are Industry Canada calculations using the whole sample. Approval rates exclude 


observations in which loans were withdrawn or are still under review. iv 
Note 2: “—” indicates that estimates were suppressed to meet confidentiality requirements of the Statistics Act or for 


low data quality reasons. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 


2004 and 2007. 


| It should be noted that approval rates presented in Table 4 do not distinguish between full and partial approval. In other words, a 
request for financing was considered “approved” as long as some amount (not necessarily the full amount) was approved. Moreover, 
approval rates do no consider scale and each request for financing was given the same weight in the calculations. That is, a request for 


$500 carried equal weight to a request for $50 000. 
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Of the main tourism industries, accommodation had the 
highest external financing request rate 


Given the diversity of the industries within the 
tourism sector, Table 5 demonstrates the request and 
approval rates by industry within tourism. In 2007, 
the highest external financing request rate was in the 
accommodation industry (21 percent), followed by 
the recreation and entertainment industry (18 percent), 
both having a higher request rate than the overall 
tourism average (15 percent). On the other hand, 

the external financing request rates for the food and 
beverage industry (13 percent) and the transportation 
industry (10 percent) were below the tourism average. 


Table 5 


The most common type of external financing sought 
by all industries was debt financing, with the exception 
of travel services, which had equal request rates 

for debt financing and government loans or grants. 

The accommodation industry had the highest debt 
financing request rate (13 percent) of all industries. 


As shown in Table 5, the approval rates for external 
financing in the recreation and entertainment industry 
(100 percent) and for the accommodation industry 
(94 percent) were higher than the tourism average 

(93 percent) in 2007. On the other hand, approval 
rates for the food and beverage (90 percent) and 
transportation industries (78 percent) were lower than 
the tourism average. 


Financing Request and Approval Rates, by Tourism Industry, 2007 


Accommodation 
Type of Financing 


Any External 
Debt Financing 
eee 


Lease Financing 
ne eee 
Equity Financing 
ae 
Trade Credit 
oe aneaen 
Government Loan 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2007. 
Note: “—” indicates that estimates were suppressed to meet confidentiality requirements of the Statistics Act or for low data quality reasons. 


Debt Financing 


Tourism small and medium-sized enterprises were less 
likely to be fully approved for the debt financing they 
requested in 2007 

Given that debt financing is the most popular type 

of external financing sought by SMEs, further 
investigation of this type of financing is warranted. 
Table 6 presents the average approved debt amounts 
for SMEs in both tourism and non-tourism industries 
to examine the magnitude of debt requests. As shown, 


10 


Food and 
Beverage 


Travel 
Services 


Recreation and 


Entertainment | Transportation 


regardless of the type of debt requested (short-term or 
long-term), the average amount approved for SMEs 
in tourism industries was lower than that approved for 
SMEs in non-tourism industries. 


Based on the size of loan approved, it is not possible 
to determine whether SMEs in tourism industries were 
more likely than SMEs in non-tourism industries to 

be fully or partially denied debt financing or whether 
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SMEs in tourism simply requested smaller amounts 

of debt financing. To investigate this, the ratio of 

total amount of financing approved-to-requested is 
considered. As shown in Table 6, this ratio was slightly 
lower for SMEs in tourism industries than for those in 
non-tourism industries in 2004 (86 percent for tourism 
and 88 percent for non-tourism). In 2007 however, 

this ratio decreased dramatically for SMEs in tourism 
industries to 67 percent, indicating that on average, 
SMEs in tourism industries received only 67 percent 
of the amount of debt financing they requested. This 
was significantly lower than the 93 percent ratio observed 
for SMEs in non-tourism industries. 


Table 6 
Approval Debt Financing Amounts 


Type 
of Debt 
Financing 


Non- 
Tourism Tourism 


$185 000 | $195 000 | $254000 | $273 000 


$48 000 | $87000 | $126 000 | $190 000 
$97 000 | $129 000 | $239 000 | $264 000 
86% 


* 2004 amounts exclude extreme outliers. 

Note: Figures are Industry Canada calculations using only the 
observations in which both request amount and approved amount are 
included. Approval amounts exclude observations in which the response 
was “don’t know” or “refused.” 

Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004 and 2007. 


Non- 


Tourism Tourism 


Average 
Long-Term 
Approved 


Average 
Short- 
Term 
Approved 


Average 
Total Debt 
Approved 


| Total Debt 
-Approved/ 
Requested 


To verify that SMEs in tourism industries had a more 
difficult time accessing financing, Table 7 illustrates the 
full and partial approval rates for SMEs in tourism and 
non-tourism industries in 2007. As shown, SMEs in 
tourism industries were less likely to be authorized for 
the full amount they requested (82 percent compared 
with 89 percent for SMEs in non-tourism industries). 
Moreover, SMEs in tourism industries were significantly 
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more likely than SMEs in non-tourism industries to be 
only partially approved (10 percent versus 5 percent) 
and also more likely to have their request turned down 
(9 percent for tourism and 6 percent for non-tourism). 


Table 7 
Result of Debt Financing Request, 2007* 


Non- 


Tourism Tourism 


Debt Financing (%) 


Full Amount Authorized 
Partial Amount Authorized 
Request Turned Down eee 


* Bold values denote statistically significant difference at 5 percent. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2007. 


The accommodation industry required the most debt 
financing but had the most difficulty obtaining it 

In order to determine if any particular tourism industry 
had more difficulty accessing financing, Table 8 presents 
approved debt financing amounts by tourism industry in 
2007. As noted in the table, the accommodation industry 
had the highest average debt financing amount approved 
(both short-term and long-term) of all industries in 
tourism. Despite this, the accommodation industry 

also had the lowest total debt approved-to-requested 
ratio at 42 percent. This suggests that SMEs in the 
accommodation industry required the most financing 
but had the most difficulty being approved for the full 
amount they requested compared with SMEs in other 
tourism industries. 


There are a number of reasons why securing financing 
can be challenging for a business in the accommodation 
industry. The seasonal nature of the tourism sector 

in Canada means many accommodation businesses 
have short operating seasons in which they must 
generate the majority of their revenues to cover their 
costs. The industry is faced with low profit margins, 
fluctuating sales and high bankruptcy rates (Canadian 
Tourism Commission, 2009b). These businesses are 
also extremely vulnerable to external events such as, 
economic, political and health issues. Dealing with these 
circumstances requires accurate forecasting and leaves 
little room for management error. 


11 


Table 8 


Approved Debt Financing Amounts by Tourism Industry, 2007 


Type of Financing 


Accommodation 


Average Long-Term Approved $595 000 $172 000 | 


Food and 
Beverage 


Recreation and 
Entertainment 


$137 000 


Transportation 


$502 000 


Average Short-Term Approved $211 000 $94 000 $133 000 SG) ee ea 
Average Total Debt Approved $546 000 $157 000 $183 000 $566 000 
Total Debt Approved/Requested 


Note 1: Data for the Travel Services Industry is not available due to low frequency of response. 
Note 2: “—” indicates that estimates were suppressed to meet confidentiality requirements of the Statistics Act or for low 


data quality reasons. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2007. 


Additionally, businesses in the accommodation 
industry require significant capital for their real estate 
component, including buildings, operating systems, 
furniture and equipment. In many cases these assets 
are specialized or built in to the building, making them 
hard to realize in the event of liquidation. Moreover, 
due to high attrition rate and changing preferences in 
the industry, the liquidation values of these assets are 
low—often less than 25 cents in the dollar (Council of 
Tourism Associations of British Columbia, 2009). _ 


All of these factors cause lenders to be conservative when 
lending to these businesses. A recent study conducted 

by PKF Consulting (2011) on behalf of Industry Canada 
found that 13 percent of the lending companies surveyed 
(chartered banks, private sources and finance and trust 
companies) indicated that they did not lend to the 
accommodation industry in 2010. Of those 13 percent, 
half noted that the influencing factor for not lending was 
the perceived risks associated with the sector. 


The study also showed that of the active lenders to the 
accommodation industry, many imposed certain lending 
restrictions in order to mitigate their exposure to risk. For 
example, 67 percent of the companies said they restricted 
hotel financing to certain hotel asset types and the same 
number said that they only finance hotels in certain 
regions or markets. Furthermore, 42 percent indicated 
that they limited the amount lent per hotel asset and 

33 percent said they had a ceiling to the overall amount 
lent to the industry. This therefore indicates that due to 
the nature of the industry, businesses in accommodation 
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have difficulties generating confidence in lenders. This 
may help explain why they have more difficulty securing 
the full amount of financing they require compared with 
businesses in other tourism industries. 


Financing Terms and Conditions 


Small and medium-sized enterprises in tourism industries 
faced less favourable non-pricing loan conditions but 
similar pricing loan conditions compared with small and 
medium-sized enterprises in non-tourism industries 
When a business is perceived as being relatively risky, 

it is not unusual for a lender to provide less favourable 
loan conditions. In 2007, compared with non-tourism 
businesses, those in tourism industries faced more 
stringent non-pricing loan conditions (documents and 
security required to obtain the loan) but similar pricing 
loan conditions (interest rates). Specifically, SMEs in 
tourism industries were significantly more likely than 
SMEs in non-tourism industries to be required to provide 
business financial statements, appraisals of assets, cash 
flow projections and a business plan to secure debt (see 
Figure 6). Moreover, a higher percentage of SMEs in 
tourism industries were required to pledge collateral or to 
provide a co-signature in order to obtain requested credit 
compared with SMEs in non-tourism industries. 


Conversely, Table 9 illustrates that SMEs in tourism 
industries paid similar interest rates to SMEs in non- 
tourism industries in both 2004 and 2007. This is contrary 
to what would be expected for a relatively risky industry. 
Moreover, SMEs in tourism industries had a longer 
interest term on their loan compared with non-tourism. 


SME Financing Data Initiative 


Figure 6 
Documents and Security Required During Loan Application Process, 2007* 


Business Financial Statements 
Formal Application for Financing 
Personal Financial Statements 


Appraisals of Assets 


Documentation 


Cash Flow Projections 
Business Plan 
Collateral 


Co-signature 


40% 60% 80% 


eed Tourism eee Non-Tourism 


* Bold values denote statistically significant difference at 5 percent. 
Note: Multiple responses were possible. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2007. 


Table 9 
Average Interest Rate and Length of Term, 2004 and 2007 


Non- 
Tourism 


Short Term 
(excluding credit cards) | Average Overall Interest Rate 


Long Term Average Overall Interest Rate 
Average Length of Term (months) 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004 and 2007. 
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Reasons for Not Applying for Financing 
Small and medium-sized enterprises in tourism industries 
were more likely not to request financing because the 
process is too difficult and time consuming 

As found earlier, SMEs in tourism industries were less 
likely to request financing than those in non-tourism 
industries, but what is the reason for this? As shown in 
Table 10, in 2004 the primary reason for not applying for 
financing was because financing was not needed; however, 
fewer SMEs in tourism industries cited this reason. 


Table 10 
Reasons for Not Requesting Financing, 2004* 


Non- 
Tourism | Tourism 
(%) 


Financing not needed 
Thought request would be turned down 
Ap 
Applying for financing is too time 
consuming 


5 
plying for financing is too difficult 
3 
Cost of debt financing is too high 3 
* Bold values denote statistically significant difference at 5 percent. - 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2004. 


(%) 
mara 
esas 


Six percent of SMEs in tourism industries and 

five percent of SMEs in non-tourism industries did 
not apply for financing because they thought they 
would be turned down. These businesses are known as 
discouraged borrowers because although they required 
financing they were discouraged from requesting it for 
fear of being rejected. 


SMEs in tourism industries were more likely not to have 
requested debt because the application process was too 
difficult or time consuming. This is likely a reflection of 
having to provide more documents and security to obtain 
their loan compared with SMEs in non-tourism industries. 


Additionally, SMEs in tourism industry were more 
likely not to have sought financing because they felt 
that the cost of debt was too high. Interestingly, this 
finding is not consistent with the findings on interest 
rates, which showed no statistically significant 
difference in rates paid between SMEs in tourism 
industries and those in non-tourism industries. 


FINANCIAL PERFORMANCE 


The poor financial performance of small and medium- 
sized enterprises in tourism industries may help explain 
their difficulties in accessing financing 


Using anonymized tax file data linked by Statistics 
Canada, Table 11 presents a summary of financial 
statement figures for the average tourism SME in 
comparison with the average non-tourism SME. In 
both 2004 and 2007, the average SME operating 

in a tourism industry had substantially lower total 
revenues, profit and retained earnings compared with 
the average SME operating in a non-tourism industry. 


Additionally, from 2004 to 2007, average current 
assets increased for both types of businesses; however, 
the increase was smaller for SMEs in tourism 
industries. The result was a widened gap between the 
industries in terms of assets. 


This poor financial performance suggests that 
businesses in tourism industries have more financial 
difficulties, which could be a result of the industry’s 
challenging environment or it could indicate poor 
financial management. In any event, this performance 
may help to explain why businesses in tourism have 
more difficultly obtaining financing. 
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Table 11 


Selected Financial Statement Figures (to the closest thousand), 2004 and 2007* 


Tourism SMEs 


$685 000 
$676 000 

$10 000 
$101 000 
$368 000 
$469 000 


Total Revenue 
Total Expenses 
Net Income/Loss before tax 


Current Assets 
Fixed Assets** 
Total Assets 


Non-Tourism 


Non-Tourism 
SMEs 


$1 167 000 
$1 086 000 
$81 000 
$476 000 


$469 000 
$946 000 


SMEs 


$951 000 
$908 000 

$43 000 
$327 000 
$302 000 
$629 000 


Tourism SMEs 


$775 000 
$745 000 

$30 000 
$138 000 
$496 000 
$634 000 


Current Liabilities $161 000 $224 000 $177 000 $294 000 
Total Liabilities $396 000 $423 000 $496 000 $591 000 
Retained Earnings $39 000 $144 000 $73 000 $211 000 
Total Shareholder Equity $73 000 $206 000 $138 000 $354 000 


* Bold values denote statistically significant difference at 5 percent. 
** Fixed assets include total tangible assets, intangible assets, long term investments and other long term assets. 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 


2004 and 2007. 


SUMMARY AND DISCUSSION 


Tourism is an important sector that supports SMEs 
and provides employment to Canadians across 

the country. Given the increasingly important role 
that tourism plays in the Canadian economy, it is 
critical to investigate SMEs in tourism industries to 
determine their unique characteristics. This report has 
presented a profile of SMEs in tourism industries and 
examined their differences compared with SMEs in 
non-tourism industries in terms of business and owner 
characteristics, access to financing, financing terms 
and conditions and obstacles to business growth. 


The findings showed that SMEs in tourism industries 
have unique business characteristics compared 

to SMEs in non-tourism industries. Specifically, 
businesses in tourism industries were typically 
younger and more growth-oriented. Additionally, 
SMEs in tourism industries were more likely to be 
majority female-owned. 


Compared with SMEs in non-tourism industries, 

those in tourism industries were less likely to request 
external financing and also less likely to be approved 
for external financing. It was also found that SMEs in 
tourism industries faced similar pricing loan conditions 
but less favourable non-pricing loan conditions. 
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After measuring the ratio of total amount of debt 
approved to total amount of debt requested, it is 
clear that SMEs in tourism industries had more 
difficulty obtaining financing than their non-tourism 
counterparts, especially in 2007. In particular, the 
accommodation industry, which required the most 
financing, had the most difficulty, receiving less than 
half of the debt financing they requested in 2007. The 
seasonality and risks associated with the industry 

as well as poorer financial performance relative to 
other sectors, may explain why businesses in tourism 
industries have more difficulties accessing financing. 


In conclusion, the results presented in this report 
reveal that SMEs in tourism industries face unique 
challenges when it comes to access to financing, 
especially in the accommodation industry. Given 

the lack of research on the financing activities of 
businesses in the tourism sector, further research may 
be required to determine why these financing obstacles 
exist and what can be done to overcome them. 


APPENDIX 


NAICS included in Tourism Grouping 


NAICS | Description 
Recreation and Entertainment 


7132 


WAM Traveller Accommodation (except 721114-Motels) 


Motels 


721114 


Camping 


721211 | RV (Recreational Vehicle) Parks and Campgrounds 


NAICS Description 

Air Transportation 

4811 Scheduled Air Transport 
4812 Non-scheduled Air Transport 
Rail Transportation 

4821 
Water Transportation 


4831 Deep Sea, Coastal and Great Lakes Water 
Transportation 


Rail Transportation 


4832 
Bus Transportation 
4851 
4852 
4854 
4855 
4859 
Scenic and Sightseeing Transportation 
4871 

4872 

4879 

Taxicabs 
4853 

Travel Services 


5615 Travel Arrangement and Reservation Services 


Inland Water Transportation 


Urban Transit Systems 


Interurban and Rural Bus Transportation 


School and Employee Bus Transportation 
Charter Bus Industry 
Other Transit and Group Passenger Transportation 


Other Accommodation 


721212 | Hunting and Fishing Camps 


Vacation Camps 
Food and Beverage Services 


Note: NAICS 5321 Automotive Equipment Rental and Leasing is considered a tourism industry but was excluded from the survey population 
because it falls under financing and leasing companies. 


Scenic and Sightseeing Transportation, Land 


Scenic and Sightseeing Transportation, Water 


Scenic and Sightseeing Transportation, Other 


Taxi and Limousine Service 
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Small Business Financing Profiles is an ongoing series 
of articles on specific segments of the marketplace and 
a component of Industry Canada’s reporting efforts on 
SME financing. 


Consistent with recommendations in 1999 from the Task 

Force on the Future of the Canadian Financial Services Sector, 
the SME Financing Data Initiative is a comprehensive data 
collection program on SME financing in Canada. In partnership 
with Statistics Canada and Finance Canada, Industry Canada 
reports on the supply of, and demand for, small and medium- 
sized business financing to provide a complete picture of SME 
financing. 


As part of the initiative, Statistics Canada administers a series 
of national surveys on small and medium-sized enterprises 
(Survey on Financing of Small and Medium Enterprises) and 
financial providers (Survey of Suppliers of Business Financing). 
Industry Canada supplements these surveys with the Credit 
Conditions Survey and additional research into niche areas of 
SME financing. 


For further information on the SME Financing Data Initiative 
and access to statistical findings and reports, visit 
www.sme-fdi.gc.ca. For information regarding the methodology 
of the Survey on Financing of Small and Medium Enterprises, 
Visit Statistics Canada’s website at www.statcan.ca. 


For further information on this article, email 
info@smefdi-prfpme.gce.ca. 
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